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open-end credit transactions, closed-
end credit transactions by mail or tele-
phone under §1026.17(g), and certain
closed-end credit transactions involv-
ing a debt cancellation agreement that
limits the total amount of indebted-
ness subject to coverage;

(iii) The following are disclosed, as
applicable, for debt suspension cov-
erage: That the obligation to pay loan
principal and interest is only sus-
pended, and that interest will continue
to accrue during the period of suspen-
sion.

(iv) The consumer signs or initials an
affirmative written request for cov-
erage after receiving the disclosures
specified in this paragraph, except as
provided in paragraph (d)(4) of this sec-
tion. Any consumer in the transaction
may sign or initial the request.

(4) Telephone purchases. If a consumer
purchases credit insurance or debt can-
cellation or debt suspension coverage
for an open-end (not home-secured)
plan by telephone, the creditor must
make the disclosures under paragraphs
(d)(1)(A) and (ii) or (d)(3)(i) through (iii)
of this section, as applicable, orally. In
such a case, the creditor shall:

(i) Maintain evidence that the con-
sumer, after being provided the disclo-
sures orally, affirmatively elected to
purchase the insurance or coverage;
and(ii) Mail the disclosures under para-
graphs (d)(1)i) and (i) or (@)(@3)({)
through (iii) of this section, as applica-
ble, within three business days after
the telephone purchase.

(e) Certain security interest charges. If
itemized and disclosed, the following
charges may be excluded from the fi-
nance charge:

(1) Taxes and fees prescribed by law
that actually are or will be paid to pub-
lic officials for determining the exist-
ence of or for perfecting, releasing, or
satisfying a security interest.

(2) The premium for insurance in lieu
of perfecting a security interest to the
extent that the premium does not ex-
ceed the fees described in paragraph
(e)(1) of this section that otherwise
would be payable.

(3) Taxes on security instruments. Any
tax levied on security instruments or
on documents evidencing indebtedness
if the payment of such taxes is a re-
quirement for recording the instru-
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ment securing the evidence of indebt-
edness.

(f) Prohibited offsets. Interest, divi-
dends, or other income received or to
be received by the consumer on depos-
its or investments shall not be de-
ducted in computing the finance
charge.

Subpart B—Open-End Credit

§1026.5 General disclosure require-
ments.

(a) Form of disclosures—(1) General. (i)
The creditor shall make the disclosures
required by this subpart clearly and
conspicuously.

(ii) The creditor shall make the dis-
closures required by this subpart in
writing, in a form that the consumer
may keep, except that:

(A) The following disclosures need
not be written: Disclosures under
§1026.6(b)(3) of charges that are im-
posed as part of an open-end (not home-
secured) plan that are not required to
be disclosed under §1026.6(b)(2) and re-
lated disclosures of charges under
§1026.9(c)(2)(ii1)(B); disclosures under
§1026.9(c)(2)(vi); disclosures under
§1026.9(d) when a finance charge is im-
posed at the time of the transaction;
and disclosures under §1026.56(b)(1)(1).

(B) The following disclosures need
not be in a retainable form: Disclosures
that need not be written under para-
graph (a)(1)(ii)(A) of this section; dis-
closures for credit and charge card ap-
plications and solicitations under
§1026.60; home-equity disclosures under
§1026.40(d); the alternative summary
billing-rights statement under
§1026.9(a)(2); the credit and charge card
renewal disclosures required under
§1026.9(e); and the payment require-
ments under §1026.10(b), except as pro-
vided in §1026.7(b)(13).

(iii) The disclosures required by this
subpart may be provided to the con-
sumer in electronic form, subject to
compliance with the consumer consent
and other applicable provisions of the
Electronic Signatures in Global and
National Commerce Act (E-Sign Act)
(15 U.S.C. 7001 et seq.). The disclosures
required by §§1026.60, 1026.40, and 1026.16
may be provided to the consumer in
electronic form without regard to the
consumer consent or other provisions
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of the E-Sign Act in the circumstances
set forth in those sections.

(2) Terminology. (i) Terminology used
in providing the disclosures required by
this subpart shall be consistent.

(ii) For home-equity plans subject to
§1026.40, the terms finance charge and
annual percentage rate, when required
to be disclosed with a corresponding
amount or percentage rate, shall be
more conspicuous than any other re-
quired disclosure. The terms need not
be more conspicuous when used for
periodic statement disclosures under
§1026.7(a)(4) and for advertisements
under §1026.16.

(iii) If disclosures are required to be
presented in a tabular format pursuant
to paragraph (a)(3) of this section, the
term penalty APR shall be used, as ap-
plicable. The term penalty APR need
not be used in reference to the annual
percentage rate that applies with the
loss of a promotional rate, assuming
the annual percentage rate that applies
is not greater than the annual percent-
age rate that would have applied at the
end of the promotional period; or if the
annual percentage rate that applies
with the loss of a promotional rate is a
variable rate, the annual percentage
rate is calculated using the same index
and margin as would have been used to
calculate the annual percentage rate
that would have applied at the end of
the promotional period. If credit insur-
ance or debt cancellation or debt sus-
pension coverage is required as part of
the plan, the term required shall be
used and the program shall be identi-
fied by its name. If an annual percent-
age rate is required to be presented in
a tabular format pursuant to para-
graph (a)3)(1) or (a)(3)(iii) of this sec-
tion, the term fired, or a similar term,
may not be used to describe such rate
unless the creditor also specifies a time
period that the rate will be fixed and
the rate will not increase during that
period, or if no such time period is pro-
vided, the rate will not increase while
the plan is open.

(3) Specific formats. (i) Certain disclo-
sures for credit and charge card appli-
cations and solicitations must be pro-
vided in a tabular format in accordance
with the requirements of §1026.60(a)(2).

(ii) Certain disclosures for home-eq-
uity plans must precede other disclo-
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sures and must be given in accordance
with the requirements of §1026.40(a).

(iii) Certain account-opening disclo-
sures must be provided in a tabular for-
mat in accordance with the require-
ments of §1026.6(b)(1).

(iv) Certain disclosures provided on
periodic statements must be grouped
together in accordance with the re-
quirements of §1026.7(b)(6) and (b)(13).

(v) Certain disclosures provided on
periodic statements must be given in
accordance with the requirements of
§1026.7(b)(12).

(vi) Certain disclosures accom-
panying checks that access a credit
card account must be provided in a tab-
ular format in accordance with the re-
quirements of §1026.9(b)(3).

(vii) Certain disclosures provided in a
change-in-terms notice must be pro-
vided in a tabular format in accordance
with the requirements of
§1026.9(c)(2)(iv)(D).

(viii) Certain disclosures provided
when a rate is increased due to delin-
quency, default or as a penalty must be
provided in a tabular format in accord-
ance with the requirements of
§1026.9(g)(3)(ii).

(b) Time of disclosures—(1) Account-
opening disclosures (i)—General rule. The
creditor shall furnish account-opening
disclosures required by §1026.6 before
the first transaction is made under the
plan.

(ii) Charges imposed as part of an open-
end (not home-secured) plan. Charges
that are imposed as part of an open-end
(not home-secured) plan and are not re-
quired to be disclosed under
§1026.6(b)(2) may be disclosed after ac-
count opening but before the consumer
agrees to pay or becomes obligated to
pay for the charge, provided they are
disclosed at a time and in a manner
that a consumer would be likely to no-
tice them. This provision does not
apply to charges imposed as part of a
home-equity plan subject to the re-
quirements of §1026.40.

(iii) Telephone purchases. Disclosures
required by §1026.6 may be provided as
soon as reasonably practicable after
the first transaction if:

(A) The first transaction occurs when
a consumer contacts a merchant by
telephone to purchase goods and at the
same time the consumer accepts an
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offer to finance the purchase by estab-
lishing an open-end plan with the mer-
chant or third-party creditor;

(B) The merchant or third-party
creditor permits consumers to return
any goods financed under the plan and
provides consumers with a sufficient
time to reject the plan and return the
goods free of cost after the merchant or
third-party creditor has provided the
written disclosures required by §1026.6;
and

(C) The consumer’s right to reject
the plan and return the goods is dis-
closed to the consumer as a part of the
offer to finance the purchase.

(iv) Membership fees—(A) General. In
general, a creditor may not collect any
fee before account-opening disclosures
are provided. A creditor may collect, or
obtain the consumer’s agreement to
pay, membership fees, including appli-
cation fees excludable from the finance
charge under §1026.4(c)(1), before pro-
viding account-opening disclosures if,
after receiving the disclosures, the con-
sumer may reject the plan and have no
obligation to pay these fees (including
application fees) or any other fee or
charge. A membership fee for purposes
of this paragraph has the same mean-
ing as a fee for the issuance or avail-
ability of credit described in
§1026.60(b)(2). If the consumer rejects
the plan, the creditor must promptly
refund the membership fee if it has
been paid, or take other action nec-
essary to ensure the consumer is not
obligated to pay that fee or any other
fee or charge.

(B) Home-equity plans. Creditors offer-
ing home-equity plans subject to the
requirements of §1026.40 are not subject
to the requirements of paragraph
(b)(1)(EV)(A) of this section.

(v) Application fees. A creditor may
collect an application fee excludable
from the finance charge under
§1026.4(c)(1) before providing account-
opening disclosures. However, if a con-
sumer rejects the plan after receiving
account-opening disclosures, the con-
sumer must have no obligation to pay
such an application fee, or if the fee
was paid, it must be refunded. See
§1026.5(b)(1)(iv)(A).

(2) Periodic statements—(i) Statement
required. The creditor shall mail or de-
liver a periodic statement as required
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by §1026.7 for each billing cycle at the
end of which an account has a debit or
credit balance of more than $1 or on
which a finance charge has been im-
posed. A periodic statement need not
be sent for an account if the creditor
deems it uncollectible, if delinquency
collection proceedings have been insti-
tuted, if the creditor has charged off
the account in accordance with loan-
loss provisions and will not charge any
additional fees or interest on the ac-
count, or if furnishing the statement
would violate Federal law.

(ii) Timing requirements—(A) Credit
card accounts under an open-end (not
home-secured) consumer credit plan. For
credit card accounts under an open-end
(not home-secured) consumer credit
plan, a card issuer must adopt reason-
able procedures designed to ensure
that:

(1) Periodic statements are mailed or
delivered at least 21 days prior to the
payment due date disclosed on the
statement pursuant to
§1026.7(b)(11)(i)(A); and

(2) The card issuer does not treat as
late for any purpose a required min-
imum periodic payment received by
the card issuer within 21 days after
mailing or delivery of the periodic
statement disclosing the due date for
that payment.

(B) Open-end consumer credit plans.
For accounts under an open-end con-
sumer credit plan, a creditor must
adopt reasonable procedures designed
to ensure that:

(1) If a grace period applies to the ac-
count:

(1) Periodic statements are mailed or
delivered at least 21 days prior to the
date on which the grace period expires;
and

(i1) The creditor does not impose fi-
nance charges as a result of the loss of
the grace period if a payment that sat-
isfies the terms of the grace period is
received by the creditor within 21 days
after mailing or delivery of the peri-
odic statement.

(2) Regardless of whether a grace pe-
riod applies to the account:

(i) Periodic statements are mailed or
delivered at least 14 days prior to the
date on which the required minimum
periodic payment must be received in
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order to avoid being treated as late for
any purpose; and

(i1) The creditor does not treat as late
for any purpose a required minimum
periodic payment received by the cred-
itor within 14 days after mailing or de-
livery of the periodic statement.

(3) For purposes of paragraph
(b)(2)(i1)(B) of this section, ‘‘grace pe-
riod” means a period within which any
credit extended may be repaid without
incurring a finance charge due to a
periodic interest rate.

(38) Credit and charge card application
and solicitation disclosures. The card
issuer shall furnish the disclosures for
credit and charge card applications and
solicitations in accordance with the
timing requirements of §1026.60.

(4) Home-equity plans. Disclosures for
home-equity plans shall be made in ac-
cordance with the timing requirements
of §1026.40(b).

(c) Basis of disclosures and use of esti-
mates. Disclosures shall reflect the
terms of the legal obligation between
the parties. If any information nec-
essary for accurate disclosure is un-
known to the creditor, it shall make
the disclosure based on the best infor-
mation reasonably available and shall
state clearly that the disclosure is an
estimate.

(d) Multiple creditors; multiple con-
sumers. If the credit plan involves more
than one creditor, only one set of dis-
closures shall be given, and the credi-
tors shall agree among themselves
which creditor must comply with the
requirements that this part imposes on
any or all of them. If there is more
than one consumer, the disclosures
may be made to any consumer who is
primarily liable on the account. If the
right of rescission under §1026.15 is ap-
plicable, however, the disclosures re-
quired by §§1026.6 and 1026.15(b) shall be
made to each consumer having the
right to rescind.

(e) Effect of subsequent events. If a dis-
closure becomes inaccurate because of
an event that occurs after the creditor
mails or delivers the disclosures, the
resulting inaccuracy is not a violation
of this part, although new disclosures
may be required under §1026.9(c).
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§1026.6 Account-opening disclosures.

(a) Rules affecting home-equity plans.
The requirements of this paragraph (a)
apply only to home-equity plans sub-
ject to the requirements of §1026.40. A
creditor shall disclose the items in this
section, to the extent applicable:

(1) Finance charge. The circumstances
under which a finance charge will be
imposed and an explanation of how it
will be determined, as follows:

(i) A statement of when finance
charges begin to accrue, including an
explanation of whether or not any time
period exists within which any credit
extended may be repaid without incur-
ring a finance charge. If such a time
period is provided, a creditor may, at
its option and without disclosure, im-
pose no finance charge when payment
is received after the time period’s expi-
ration.

(ii) A disclosure of each periodic rate
that may be used to compute the fi-
nance charge, the range of balances to
which it is applicable, and the cor-
responding annual percentage rate. If a
creditor offers a variable-rate plan, the
creditor shall also disclose: The cir-
cumstances under which the rate(s)
may increase; any limitations on the
increase; and the effect(s) of an in-
crease. When different periodic rates
apply to different types of trans-
actions, the types of transactions to
which the periodic rates shall apply
shall also be disclosed. A creditor is
not required to adjust the range of bal-
ances disclosure to reflect the balance
below which only a minimum charge
applies.

(iii) An explanation of the method
used to determine the balance on which
the finance charge may be computed.

(iv) An explanation of how the
amount of any finance charge will be
determined, including a description of
how any finance charge other than the
periodic rate will be determined.

(2) Other charges. The amount of any
charge other than a finance charge
that may be imposed as part of the
plan, or an explanation of how the
charge will be determined.

(3) Home-equity plan information. The
following disclosures described in
§1026.40(d), as applicable:
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(i) A statement of the conditions
under which the creditor may take cer-
tain action, as described in
§1026.40(d)(4)(i), such as terminating
the plan or changing the terms.

(ii) The payment information de-
scribed in §1026.40(d)(5)(i) and (ii) for
both the draw period and any repay-
ment period.

(iii) A statement that negative amor-
tization may occur as described in
§1026.40(d)(9).

(iv) A statement of any transaction
requirements as described in
§1026.40(d)(10).

(v) A statement regarding the tax im-
plications as described in
§1026.40(d)(11).

(vi) A statement that the annual per-
centage rate imposed under the plan
does not include costs other than inter-
est as described in §1026.40(d)(6) and
((A2)(3{1).

(vii) The variable-rate disclosures de-
scribed in §1026.40(d)(12)(viii), (d)(12)(x),
(d)(12)(xi), and (d)(12)(xii), as well as
the disclosure described in
§1026.40(d)(5)(iii), unless the disclosures
provided with the application were in a
form the consumer could keep and in-
cluded a representative payment exam-
ple for the category of payment option
chosen by the consumer.

(4) Security interests. The fact that the
creditor has or will acquire a security
interest in the property purchased
under the plan, or in other property
identified by item or type.

(5) Statement of billing rights. A state-
ment that outlines the consumer’s
rights and the creditor’s responsibil-
ities under §§1026.12(c) and 1026.13 and
that is substantially similar to the
statement found in Model Form G-3 or,
at the creditor’s option, G-3(A), in ap-
pendix G to this part.

(b) Rules affecting open-end (not home-
secured) plans. The requirements of
paragraph (b) of this section apply to
plans other than home-equity plans
subject to the requirements of §1026.40.

(1) Form of disclosures; tabular format
for open-end (not home-secured) plans.
Creditors must provide the account-
opening disclosures specified in para-
graph (b)(2)(i) through (b)(2)(v) (except
for (0)(2)A)(D)(2)) and (b)(2)(vii)
through (b)(2)(xiv) of this section in the
form of a table with the headings, con-
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tent, and format substantially similar
to any of the applicable tables in G-17
in appendix G.

(1) Highlighting. In the table, any an-
nual percentage rate required to be dis-
closed pursuant to paragraph (b)(2)(i) of
this section; any introductory rate per-
mitted to be disclosed pursuant to
paragraph (b)(2)(i)(B) or required to be
disclosed under paragraph (b)(2)(i)(F) of
this section, any rate that will apply
after a premium initial rate expires
permitted to be disclosed pursuant to
paragraph (b)(2)(i)(C) or required to be
disclosed pursuant to paragraph
(b)(2)(A)(F), and any fee or percentage
amounts or maximum limits on fee
amounts disclosed pursuant to para-
graphs (b)(2)(1i), ((b)(2)(Av), (b)(2)(vii)
through (b)(2)(xii) of this section must
be disclosed in bold text. However, bold
text shall not be used for: The amount
of any periodic fee disclosed pursuant
to paragraph (b)(2) of this section that
is not an annualized amount; and other
annual percentage rates or fee amounts
disclosed in the table.

(ii) Location. Only the information
required or permitted by paragraphs
(b)(2)(i) through (v) (except for
M)2)HA)D)(2)) and (b)(2)(vii) through
(xiv) of this section shall be in the
table. Disclosures required by para-
graphs  (D)(2)(D(D)(2),  (LHI2HEND)(3),
(b)(2)(vi), and (b)(2)(xv) of this section
shall be placed directly below the
table. Disclosures required by para-
graphs (b)(3) through (5) of this section
that are not otherwise required to be in
the table and other information may be
presented with the account agreement
or account-opening disclosure state-
ment, provided such information ap-
pears outside the required table.

(iii) Fees that vary by state. Creditors
that impose fees referred to in para-
graphs (b)(2)(vii) through (b)(2)(xi) of
this section that vary by state and that
provide the disclosures required by
paragraph (b) of this section in person
at the time the open-end (not home-se-
cured) plan is established in connection
with financing the purchase of goods or
services may, at the creditor’s option,
disclose in the account-opening table
the specific fee applicable to the con-
sumer’s account, or the range of the
fees, if the disclosure includes a state-
ment that the amount of the fee varies
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by state and refers the consumer to the
account agreement or other disclosure
provided with the account-opening
table where the amount of the fee ap-
plicable to the consumer’s account is
disclosed. A creditor may not list fees
for multiple states in the account-
opening summary table.

(iv) Fees based on a percentage. If the
amount of any fee required to be dis-
closed under this section is determined
on the basis of a percentage of another
amount, the percentage used and the
identification of the amount against
which the percentage is applied may be
disclosed instead of the amount of the
fee.

(2) Required disclosures for account-
opening table for open-end (not home-se-
cured) plans. A creditor shall disclose
the items in this section, to the extent
applicable:

(i) Annual percentage rate. Each peri-
odic rate that may be used to compute
the finance charge on an outstanding
balance for purchases, a cash advance,
or a balance transfer, expressed as an
annual percentage rate (as determined
by §1026.14(b)). When more than one
rate applies for a category of trans-
actions, the range of balances to which
each rate is applicable shall also be dis-
closed. The annual percentage rate for
purchases disclosed pursuant to this
paragraph shall be in at least 16-point
type, except for the following: A pen-
alty rate that may apply upon the oc-
currence of one or more specific events.

(A) Variable-rate information. If a rate
disclosed under paragraph (b)(2)(i) of
this section is a variable rate, the cred-
itor shall also disclose the fact that the
rate may vary and how the rate is de-
termined. In describing how the appli-
cable rate will be determined, the cred-
itor must identify the type of index or
formula that is used in setting the
rate. The value of the index and the
amount of the margin that are used to
calculate the variable rate shall not be
disclosed in the table. A disclosure of
any applicable limitations on rate in-
creases or decreases shall not be in-
cluded in the table.

(B) Discounted initial rates. If the ini-
tial rate is an introductory rate, as
that term is defined in §1026.16(g)(2)(ii),
the creditor must disclose the rate that
would otherwise apply to the account
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pursuant to paragraph (b)(2)(i) of this
section. Where the rate is not tied to
an index or formula, the creditor must
disclose the rate that will apply after
the introductory rate expires. In a
variable-rate account, the creditor
must disclose a rate based on the appli-
cable index or formula in accordance
with the accuracy requirements of
paragraph (b)(4)(ii)(G) of this section.
Except as provided in paragraph
()(2)A)(F) of this section, the creditor
is not required to, but may disclose in
the table the introductory rate along
with the rate that would otherwise
apply to the account if the creditor
also discloses the time period during
which the introductory rate will re-
main in effect, and uses the term ‘‘in-
troductory” or ‘“intro” in immediate
proximity to the introductory rate.

(C) Premium initial rate. If the initial
rate is temporary and is higher than
the rate that will apply after the tem-
porary rate expires, the creditor must
disclose the premium initial rate pur-
suant to paragraph (b)(2)(i) of this sec-
tion. Consistent with  paragraph
(b)(2)(1) of this section, the premium
initial rate for purchases must be in at
least 16-point type. Except as provided
in paragraph (b)(2)(i)(F') of this section,
the creditor is not required to, but may
disclose in the table the rate that will
apply after the premium initial rate
expires if the creditor also discloses
the time period during which the pre-
mium initial rate will remain in effect.
If the creditor also discloses in the
table the rate that will apply after the
premium initial rate for purchases ex-
pires, that rate also must be in at least
16-point type.

(D) Penalty rates—(1) In general. Ex-
cept as provided in paragraph
0)(2)H)D)(2) and (b)(2)(I)(D)(3) of this
section, if a rate may increase as a pen-
alty for one or more events specified in
the account agreement, such as a late
payment or an extension of credit that
exceeds the credit limit, the creditor
must disclose pursuant to paragraph
(b)(2)(1) of this section the increased
rate that may apply, a brief description
of the event or events that may result
in the increased rate, and a brief de-
scription of how long the increased
rate will remain in effect. If more than
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one penalty rate may apply, the cred-
itor at its option may disclose the
highest rate that could apply, instead
of disclosing the specific rates or the
range of rates that could apply.

(2) Introductory rates. If the creditor
discloses in the table an introductory
rate, as that term is defined in
§1026.16(g)(2)(ii), creditors must briefly
disclose directly beneath the table the
circumstances under which the intro-
ductory rate may be revoked, and the
rate that will apply after the introduc-
tory rate is revoked.

(3) Employee preferential rates. If a
creditor discloses in the table a pref-
erential annual percentage rate for
which only employees of the creditor,
employees of a third party, or other in-
dividuals with similar affiliations with
the creditor or third party, such as ex-
ecutive officers, directors, or principal
shareholders are eligible, the creditor
must briefly disclose directly beneath
the table the circumstances under
which such preferential rate may be re-
voked, and the rate that will apply
after such preferential rate is revoked.

(E) Point of sale where APRs vary by
state or based on creditworthiness. Credi-
tors imposing annual percentage rates
that vary by state or based on the con-
sumer’s creditworthiness and providing
the disclosures required by paragraph
(b) of this section in person at the time
the open-end (not home-secured) plan
is established in connection with fi-
nancing the purchase of goods or serv-
ices may, at the creditor’s option, dis-
close pursuant to paragraph (b)(2)(i) of
this section in the account-opening
table:

(I) The specific annual percentage
rate applicable to the consumer’s ac-
count; or

(2) The range of the annual percent-
age rates, if the disclosure includes a
statement that the annual percentage
rate varies by state or will be deter-
mined based on the consumer’s credit-
worthiness and refers the consumer to
the account agreement or other disclo-
sure provided with the account-opening
table where the annual percentage rate
applicable to the consumer’s account is
disclosed. A creditor may not list an-
nual percentage rates for multiple
states in the account-opening table.
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(F) Credit card accounts under an
open-end (not home-secured) consumer
credit plan. Notwithstanding para-
graphs (b)(2)(A)(B) and (b)(2)(1)(C) of this
section, for credit card accounts under
an open-end (not home-secured) plan,
issuers must disclose in the table:

(I) Any introductory rate as that
term is defined in §1026.16(g)(2)(ii) that
would apply to the account, consistent
with the requirements of paragraph
(b)(2)(1)(B) of this section, and

(2) Any rate that would apply upon
the expiration of a premium initial
rate, consistent with the requirements
of paragraph (b)(2)(i)(C) of this section.

(ii) Fees for issuance or availability. (A)
Any annual or other periodic fee that
may be imposed for the issuance or
availability of an open-end plan, in-
cluding any fee based on account activ-
ity or inactivity; how frequently it will
be imposed; and the annualized amount
of the fee.

(B) Any non-periodic fee that relates
to opening the plan. A creditor must
disclose that the fee is a one-time fee.

(iii) Fized finance charge; minimum in-
terest charge. Any fixed finance charge
and a brief description of the charge.
Any minimum interest charge if it ex-
ceeds $1.00 that could be imposed dur-
ing a billing cycle, and a brief descrip-
tion of the charge. The $1.00 threshold
amount shall be adjusted periodically
by the Bureau to reflect changes in the
Consumer Price Index. The Bureau
shall calculate each year a price level
adjusted minimum interest charge
using the Consumer Price Index in ef-
fect on the June 1 of that year. When
the cumulative change in the adjusted
minimum value derived from applying
the annual Consumer Price level to the
current minimum interest charge
threshold has risen by a whole dollar,
the minimum interest charge will be
increased by $1.00. The creditor may, at
its option, disclose in the table min-
imum interest charges below this
threshold.

(iv) Transaction charges. Any trans-
action charge imposed by the creditor
for use of the open-end plan for pur-
chases.

(v) Grace period. The date by which or
the period within which any credit ex-
tended may be repaid without incur-
ring a finance charge due to a periodic
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interest rate and any conditions on the
availability of the grace period. If no
grace period is provided, that fact must
be disclosed. If the length of the grace
period varies, the creditor may disclose
the range of days, the minimum num-
ber of days, or the average number of
the days in the grace period, if the dis-
closure is identified as a range, min-
imum, or average. In disclosing in the
tabular format a grace period that ap-
plies to all features on the account, the
phrase ‘“How to Avoid Paying Interest”
shall be used as the heading for the row
describing the grace period. If a grace
period is not offered on all features of
the account, in disclosing this fact in
the tabular format, the phrase ‘“‘Paying
Interest’” shall be used as the heading
for the row describing this fact.

(vi) Balance computation method. The
name of the balance computation
method listed in §1026.60(g) that is used
to determine the balance on which the
finance charge is computed for each
feature, or an explanation of the meth-
od used if it is not listed, along with a
statement that an explanation of the
method(s) required by paragraph
(b)(4)(A)(D) of this section is provided
with the account-opening disclosures.
In determining which balance com-
putation method to disclose, the cred-
itor shall assume that credit extended
will not be repaid within any grace pe-
riod, if any.

(vii) Cash advance fee. Any fee im-
posed for an extension of credit in the
form of cash or its equivalent.

(viii) Late payment fee. Any fee im-
posed for a late payment.

(ix) Over-the-limit fee. Any fee im-
posed for exceeding a credit limit.

(x) Balance transfer fee. Any fee im-
posed to transfer an outstanding bal-
ance.

(xi) Returned-payment fee. Any fee im-
posed by the creditor for a returned
payment.

(xii) Required insurance, debt cancella-
tion or debt suspension coverage. (A) A
fee for insurance described in
§1026.4(b)(7) or debt cancellation or sus-
pension coverage described in
§1026.4(b)(10), if the insurance, or debt
cancellation or suspension coverage is
required as part of the plan; and
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(B) A cross reference to any addi-
tional information provided about the
insurance or coverage, as applicable.

(xiii) Awailable credit. If a creditor re-
quires fees for the issuance or avail-
ability of credit described in paragraph
(b)(2)(ii) of this section, or requires a
security deposit for such credit, and
the total amount of those required fees
and/or security deposit that will be im-
posed and charged to the account when
the account is opened is 15 percent or
more of the minimum credit limit for
the plan, a creditor must disclose the
available credit remaining after these
fees or security deposit are debited to
the account. The determination wheth-
er the 15 percent threshold is met must
be based on the minimum credit limit
for the plan. However, the disclosure
provided under this paragraph must be
based on the actual initial credit limit
provided on the account. In deter-
mining whether the 15 percent thresh-
old test is met, the creditor must only
consider fees for issuance or avail-
ability of credit, or a security deposit,
that are required. If fees for issuance or
availability are optional, these fees
should not be considered in deter-
mining whether the disclosure must be
given. Nonetheless, if the 15 percent
threshold test is met, the creditor in
providing the disclosure must disclose
the amount of available credit cal-
culated by excluding those optional
fees, and the available credit including
those optional fees. The creditor shall
also disclose that the consumer has the
right to reject the plan and not be obli-
gated to pay those fees or any other fee
or charges until the consumer has used
the account or made a payment on the
account after receiving a periodic
statement. This paragraph does not
apply with respect to fees or security
deposits that are not debited to the ac-
count.

(xiv) Web site reference. For issuers of
credit cards that are not charge cards,
a reference to the Web site established
by the Bureau and a statement that
consumers may obtain on the Web site
information about shopping for and
using credit cards. Until January 1,
2013, issuers may substitute for this
reference a reference to the Web site
established by the Board of Governors
of the Federal Reserve System.
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(xv) Billing error rights reference. A
statement that information about con-
sumers’ right to dispute transactions is
included in the account-opening disclo-
sures.

(38) Disclosure of charges imposed as
part of open-end (not home-secured)
plans. A creditor shall disclose, to the
extent applicable:

(i) For charges imposed as part of an
open-end (not home-secured) plan, the
circumstances under which the charge
may be imposed, including the amount
of the charge or an explanation of how
the charge is determined. For finance
charges, a statement of when the
charge begins to accrue and an expla-
nation of whether or not any time pe-
riod exists within which any credit
that has been extended may be repaid
without incurring the charge. If such a
time period is provided, a creditor may,
at its option and without disclosure,
elect not to impose a finance charge
when payment is received after the
time period expires.

(ii) Charges imposed as part of the
plan are:

(A) Finance charges identified under
§1026.4(a) and §1026.4(b).

(B) Charges resulting from the con-
sumer’s failure to use the plan as
agreed, except amounts payable for
collection activity after default, attor-
ney’s fees whether or not automati-
cally imposed, and post-judgment in-
terest rates permitted by law.

(C) Taxes imposed on the credit
transaction by a state or other govern-
mental body, such as documentary
stamp taxes on cash advances.

(D) Charges for which the payment,
or nonpayment, affect the consumer’s
access to the plan, the duration of the
plan, the amount of credit extended,
the period for which credit is extended,
or the timing or method of billing or
payment.

(E) Charges imposed for terminating
a plan.

(F) Charges for voluntary credit in-
surance, debt cancellation or debt sus-
pension.

(iii) Charges that are not imposed as
part of the plan include:

(A) Charges imposed on a cardholder
by an institution other than the card
issuer for the use of the other institu-

§1026.6

tion’s ATM in a shared or interchange
system.

(B) A charge for a package of services
that includes an open-end credit fea-
ture, if the fee is required whether or
not the open-end credit feature is in-
cluded and the non-credit services are
not merely incidental to the credit fea-
ture.

(C) Charges under §1026.4(e) disclosed
as specified.

(4) Disclosure of rates for open-end (not
home-secured) plans. A creditor shall
disclose, to the extent applicable:

(i) For each periodic rate that may be
used to calculate interest:

(A) Rates. The rate, expressed as a
periodic rate and a corresponding an-
nual percentage rate.

(B) Range of balances. The range of
balances to which the rate is applica-
ble; however, a creditor is not required
to adjust the range of balances disclo-
sure to reflect the balance below which
only a minimum charge applies.

(C) Type of transaction. The type of
transaction to which the rate applies,
if different rates apply to different
types of transactions.

(D) Balance computation method. An
explanation of the method used to de-
termine the balance to which the rate
is applied.

(ii) Variable-rate accounts. For inter-
est rate changes that are tied to in-
creases in an index or formula (vari-
able-rate accounts) specifically set
forth in the account agreement:

(A) The fact that the annual percent-
age rate may increase.

(B) How the rate is determined, in-
cluding the margin.

(C) The circumstances under which
the rate may increase.

(D) The frequency with which the
rate may increase.

(E) Any limitation on the amount
the rate may change.

(F) The effect(s) of an increase.

(G) Except as specified in paragraph
(b)(4)(i1)(H) of this section, a rate is ac-
curate if it is a rate as of a specified
date and this rate was in effect within
the last 30 days before the disclosures
are provided.

(H) Creditors imposing annual per-
centage rates that vary according to an
index that is not under the creditor’s
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control that provide the disclosures re-
quired by paragraph (b) of this section
in person at the time the open-end (not
home-secured) plan is established in
connection with financing the purchase
of goods or services may disclose in the
table a rate, or range of rates to the ex-
tent permitted by §1026.6(b)(2)(1)(E),
that was in effect within the last 90
days before the disclosures are pro-
vided, along with a reference directing
the consumer to the account agree-
ment or other disclosure provided with
the account-opening table where an an-
nual percentage rate applicable to the
consumer’s account in effect within the
last 30 days before the disclosures are
provided is disclosed.

(iii) Rate changes not due to indexr or
formula. For interest rate changes that
are specifically set forth in the account
agreement and not tied to increases in
an index or formula:

(A) The initial rate (expressed as a
periodic rate and a corresponding an-
nual percentage rate) required under
paragraph (b)(4)(i)(A) of this section.

(B) How long the initial rate will re-
main in effect and the specific events
that cause the initial rate to change.

(C) The rate (expressed as a periodic
rate and a corresponding annual per-
centage rate) that will apply when the
initial rate is no longer in effect and
any limitation on the time period the
new rate will remain in effect.

(D) The balances to which the new
rate will apply.

(E) The balances to which the cur-
rent rate at the time of the change will
apply.

(b) Additional disclosures for open-end
(not home-secured) plans. A creditor
shall disclose, to the extent applicable:

(i) Voluntary credit insurance, debt
cancellation or debt suspension. The dis-
closures in §§1026.4(d)(1)(1) and (d)(1)(ii)
and (d)(3)(i) through (d)(3)(iii) if the
creditor offers optional credit insur-
ance or debt cancellation or debt sus-
pension coverage that is identified in
§1026.4(b)(7) or (b)(10).

(ii) Security interests. The fact that
the creditor has or will acquire a secu-
rity interest in the property purchased
under the plan, or in other property
identified by item or type.

(iii) Statement of billing rights. A
statement that outlines the consumer’s
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rights and the creditor’s responsibil-
ities under §§1026.12(c) and 1026.13 and
that is substantially similar to the
statement found in Model Form G-3(A)
in appendix G to this part.

§1026.7 Periodic statement.

The creditor shall furnish the con-
sumer with a periodic statement that
discloses the following items, to the
extent applicable:

(a) Rules affecting home-equity plans.
The requirements of paragraph (a) of
this section apply only to home-equity
plans subject to the requirements of
§1026.40. Alternatively, a creditor sub-
ject to this paragraph may, at its op-
tion, comply with any of the require-
ments of paragraph (b) of this section;
however, any creditor that chooses not
to provide a disclosure under paragraph
(a)(7) of this section must comply with
paragraph (b)(6) of this section.

(1) Previous balance. The account bal-
ance outstanding at the beginning of
the billing cycle.

(2) Identification of transactions. An
identification of each credit trans-
action in accordance with §1026.8.

(3) Credits. Any credit to the account
during the billing cycle, including the
amount and the date of crediting. The
date need not be provided if a delay in
accounting does not result in any fi-
nance or other charge.

(4) Periodic rates. (i) Except as pro-
vided in paragraph (a)(4)(ii) of this sec-
tion, each periodic rate that may be
used to compute the finance charge,
the range of balances to which it is ap-
plicable, and the corresponding annual
percentage rate. If no finance charge is
imposed when the outstanding balance
is less than a certain amount, the cred-
itor is not required to disclose that
fact, or the balance below which no fi-
nance charge will be imposed. If dif-
ferent periodic rates apply to different
types of transactions, the types of
transactions to which the periodic
rates apply shall also be disclosed. For
variable-rate plans, the fact that the
periodic rate(s) may vary.

(ii) Ezxception. An annual percentage
rate that differs from the rate that
would otherwise apply and is offered
only for a promotional period need not
be disclosed except in periods in which
the offered rate is actually applied.
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(5) Balance on which finance charge
computed. The amount of the balance to
which a periodic rate was applied and
an explanation of how that balance was
determined. When a balance is deter-
mined without first deducting all cred-
its and payments made during the bill-
ing cycle, the fact and the amount of
the credits and payments shall be dis-
closed.

(6) Amount of finance charge and other
charges. Creditors may comply with
paragraphs (a)(6) of this section, or
with paragraph (b)(6) of this section, at
their option.

(1) Finance charges. The amount of
any finance charge debited or added to
the account during the billing cycle,
using the term finance charge. The
components of the finance charge shall
be individually itemized and identified
to show the amount(s) due to the appli-
cation of any periodic rates and the
amounts(s) of any other type of finance
charge. If there is more than one peri-
odic rate, the amount of the finance
charge attributable to each rate need
not be separately itemized and identi-
fied.

(ii) Other charges. The amounts,
itemized and identified by type, of any
charges other than finance charges
debited to the account during the bill-
ing cycle.

(7)) Annual percentage rate. At a credi-
tor’s option, when a finance charge is
imposed during the billing cycle, the
annual percentage rate(s) determined
under §1026.14(c) using the term annual
percentage rate.

(8) Grace period. The date by which or
the time period within which the new
balance or any portion of the new bal-
ance must be paid to avoid additional
finance charges. If such a time period
is provided, a creditor may, at its op-
tion and without disclosure, impose no
finance charge if payment is received
after the time period’s expiration.

(9) Address for motice of billing errors.
The address to be used for notice of
billing errors. Alternatively, the ad-
dress may be provided on the billing
rights statement permitted by
§1026.9(a)(2).

(10) Closing date of billing cycle; new
balance. The closing date of the billing
cycle and the account balance out-
standing on that date.
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(b) Rules affecting open-end (not home-
secured) plans. The requirements of
paragraph (b) of this section apply only
to plans other than home-equity plans
subject to the requirements of §1026.40.

(1) Previous balance. The account bal-
ance outstanding at the beginning of
the billing cycle.

(2) Identification of transactions. An
identification of each credit trans-
action in accordance with §1026.8.

(3) Credits. Any credit to the account
during the billing cycle, including the
amount and the date of crediting. The
date need not be provided if a delay in
crediting does not result in any finance
or other charge.

(4) Periodic rates. (i) Except as pro-
vided in paragraph (b)(4)(ii) of this sec-
tion, each periodic rate that may be
used to compute the interest charge ex-
pressed as an annual percentage rate
and using the term Annual Percentage
Rate, along with the range of balances
to which it is applicable. If no interest
charge is imposed when the out-
standing balance is less than a certain
amount, the creditor is not required to
disclose that fact, or the balance below
which no interest charge will be im-
posed. The types of transactions to
which the periodic rates apply shall
also be disclosed. For variable-rate
plans, the fact that the annual percent-
age rate may vary.(ii) Exception. A pro-
motional rate, as that term is defined
in §1026.16(g)(2)(i), is required to be dis-
closed only in periods in which the of-
fered rate is actually applied.

(6) Balance on which finance charge
computed. The amount of the balance to
which a periodic rate was applied and
an explanation of how that balance was
determined, using the term Balance
Subject to Interest Rate. When a balance
is determined without first deducting
all credits and payments made during
the billing cycle, the fact and the
amount of the credits and payments
shall be disclosed. As an alternative to
providing an explanation of how the
balance was determined, a creditor
that uses a balance computation meth-
od identified in §1026.60(g) may, at the
creditor’s option, identify the name of
the balance computation method and
provide a toll-free telephone number
where consumers may obtain from the
creditor more information about the
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balance computation method and how
resulting interest charges were deter-
mined. If the method used is not identi-
fied in §1026.60(g), the creditor shall
provide a brief explanation of the
method used.

(6) Charges imposed. (i) The amounts
of any charges imposed as part of a
plan as stated in §1026.6(b)(3), grouped
together, in proximity to transactions
identified under paragraph (b)(2) of this
section, substantially similar to Sam-
ple G-18(A) in appendix G to this part.

(ii) Interest. Finance charges attrib-
utable to periodic interest rates, using
the term Interest Charge, must be
grouped together under the heading In-
terest Charged, itemized and totaled by
type of transaction, and a total of fi-
nance charges attributable to periodic
interest rates, using the term Total In-
terest, must be disclosed for the state-
ment period and calendar year to date,
using a format substantially similar to
Sample G-18(A) in appendix G to this
part.

(iii) Fees. Charges imposed as part of
the plan other than charges attrib-
utable to periodic interest rates must
be grouped together under the heading
Fees, identified consistent with the fea-
ture or type, and itemized, and a total
of charges, using the term Fees, must
be disclosed for the statement period
and calendar year to date, using a for-
mat substantially similar to Sample G-
18(A) in appendix G to this part.

(7 Change-in-terms and increased pen-
alty rate summary for open-end (not
home-secured) plans. Creditors that pro-
vide a change-in-terms notice required
by §1026.9(c), or a rate increase notice
required by §1026.9(g), on or with the
periodic statement, must disclose the
information in §1026.9(c)(2)(iv)(A) and
(©)(2)(iv)(B) (if applicable) or
§1026.9(g)(3)(i) on the periodic state-
ment in accordance with the format re-
quirements in §1026.9(c)(2)(iv)(D), and
§1026.9(2)(3)(ii). See Forms G-18(F) and
G-18(G) in appendix G to this part.

(8) Grace period. The date by which or
the time period within which the new
balance or any portion of the new bal-
ance must be paid to avoid additional
finance charges. If such a time period
is provided, a creditor may, at its op-
tion and without disclosure, impose no
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finance charge if payment is received
after the time period’s expiration.

(9) Address for notice of billing errors.
The address to be used for notice of
billing errors. Alternatively, the ad-
dress may be provided on the billing
rights statement permitted by
§1026.9(a)(2).

(10) Closing date of billing cycle; new
balance. The closing date of the billing
cycle and the account balance out-
standing on that date. The new balance
must be disclosed in accordance with
the format requirements of paragraph
(b)(13) of this section.

(11) Due date; late payment costs. (i)
Except as provided in paragraph
(b)(11)(ii) of this section and in accord-
ance with the format requirements in
paragraph (b)(13) of this section, for a
credit card account under an open-end
(not home-secured) consumer credit
plan, a card issuer must provide on
each periodic statement:

(A) The due date for a payment. The
due date disclosed pursuant to this
paragraph shall be the same day of the
month for each billing cycle.

(B) The amount of any late payment
fee and any increased periodic rate(s)
(expressed as an annual percentage
rate(s)) that may be imposed on the ac-
count as a result of a late payment. If
a range of late payment fees may be as-
sessed, the card issuer may state the
range of fees, or the highest fee and an
indication that the fee imposed could
be lower. If the rate may be increased
for more than one feature or balance,
the card issuer may state the range of
rates or the highest rate that could
apply and at the issuer’s option an in-
dication that the rate imposed could be
lower.

(ii) Ezxception. The requirements of
paragraph (b)(11)(i) of this section do
not apply to the following:

(A) Periodic statements provided
solely for charge card accounts; and

(B) Periodic statements provided for
a charged-off account where payment
of the entire account balance is due im-
mediately.

(12) Repayment disclosures—(i) In gen-
eral. Except as provided in paragraphs
(b)(12)(ii) and (b)(12)(v) of this section,
for a credit card account under an
open-end (not home-secured) consumer
credit plan, a card issuer must provide
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the following disclosures on each peri-
odic statement:

(A) The following statement with a
bold heading: ‘“Minimum Payment
Warning: If you make only the min-
imum payment each period, you will
pay more in interest and it will take
you longer to pay off your balance;”’

(B) The minimum payment repay-
ment estimate, as described in appen-
dix M1 to this part. If the minimum
payment repayment estimate is less
than 2 years, the card issuer must dis-
close the estimate in months. Other-
wise, the estimate must be disclosed in
years and rounded to the nearest whole
year;

(C) The minimum payment total cost
estimate, as described in appendix M1
to this part. The minimum payment
total cost estimate must be rounded ei-
ther to the nearest whole dollar or to
the nearest cent, at the card issuer’s
option;

(D) A statement that the minimum
payment repayment estimate and the
minimum payment total cost estimate
are based on the current outstanding
balance shown on the periodic state-
ment. A statement that the minimum
payment repayment estimate and the
minimum payment total cost estimate
are based on the assumption that only
minimum payments are made and no
other amounts are added to the bal-
ance;

(E) A toll-free telephone number
where the consumer may obtain from
the card issuer information about cred-
it counseling services consistent with
paragraph (b)(12)(iv) of this section;
and

(F)(1) Except as provided in para-
graph (b)(12)(1)(F)(2) of this section, the
following disclosures:

(i) The estimated monthly payment
for repayment in 36 months, as de-
scribed in appendix M1 to this part.
The estimated monthly payment for
repayment in 36 months must be
rounded either to the nearest whole
dollar or to the nearest cent, at the
card issuer’s option;

(i) A statement that the card issuer
estimates that the consumer will repay
the outstanding balance shown on the
periodic statement in 3 years if the
consumer pays the estimated monthly
payment each month for 3 years;
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(7ii) The total cost estimate for re-
payment in 36 months, as described in
appendix M1 to this part. The total
cost estimate for repayment in 36
months must be rounded either to the
nearest whole dollar or to the nearest
cent, at the card issuer’s option; and

(iv) The savings estimate for repay-
ment in 36 months, as described in ap-
pendix M1 to this part. The savings es-
timate for repayment in 36 months
must be rounded either to the nearest
whole dollar or to the nearest cent, at
the card issuer’s option.

(2) The requirements of paragraph
(b)(12)(A)(F)(I) of this section do not
apply to a periodic statement in any of
the following circumstances:

(1) The minimum payment repayment
estimate that is disclosed on the peri-
odic statement pursuant to paragraph
(b)(12)(1)(B) of this section after round-
ing is three years or less;

(ii) The estimated monthly payment
for repayment in 36 months, as de-
scribed in appendix M1 to this part,
after rounding as set forth in para-
graph (b)(12)({)(F)(1)(i) of this section
that is calculated for a particular bill-
ing cycle is less than the minimum
payment required for the plan for that
billing cycle; and

(7i1) A billing cycle where an account
has both a balance in a revolving fea-
ture where the required minimum pay-
ments for this feature will not amor-
tize that balance in a fixed amount of
time specified in the account agree-
ment and a balance in a fixed repay-
ment feature where the required min-
imum payment for this fixed repay-
ment feature will amortize that bal-
ance in a fixed amount of time speci-
fied in the account agreement which is
less than 36 months.

(i1) Negative or no amortization. If neg-
ative or no amortization occurs when
calculating the minimum payment re-
payment estimate as described in ap-
pendix M1 of this part, a card issuer
must provide the following disclosures
on the periodic statement instead of
the disclosures set forth in paragraph
(b)(12)(i) of this section:

(A) The following statement: ‘“Min-
imum Payment Warning: Even if you
make no more charges using this card,
if you make only the minimum pay-
ment each month we estimate you will

617



§1026.7

never pay off the balance shown on this
statement because your payment will
be less than the interest charged each
month’’;

(B) The following statement: “If you
make more than the minimum pay-
ment each period, you will pay less in
interest and pay off your balance soon-
ern;

(C) The estimated monthly payment
for repayment in 36 months, as de-
scribed in appendix M1 to this part.
The estimated monthly payment for
repayment in 36 months must be
rounded either to the nearest whole
dollar or to the nearest cent, at the
issuer’s option;

(D) A statement that the card issuer
estimates that the consumer will repay
the outstanding balance shown on the
periodic statement in 3 years if the
consumer pays the estimated monthly
payment each month for 3 years; and

(E) A toll-free telephone number
where the consumer may obtain from
the card issuer information about cred-
it counseling services consistent with
paragraph (b)(12)(iv) of this section.

(iii) Format requirements. A card
issuer must provide the disclosures re-
quired by paragraph (b)(12)(i) or
(b)(12)(ii) of this section in accordance
with the format requirements of para-
graph (b)(13) of this section, and in a
format substantially similar to Sam-
ples G-18(C)(1), G-18(C)(2) and G-
18(C)(3) in appendix G to this part, as
applicable.

(iv) Provision of information about
credit counseling services —(A) Required
information. To the extent available
from the United States Trustee or a
bankruptcy administrator, a card
issuer must provide through the toll-
free telephone number disclosed pursu-
ant to paragraphs (b)(12)(i) or (b)(12)(ii)
of this section the name, street ad-
dress, telephone number, and Web site
address for at least three organizations
that have been approved by the United
States Trustee or a bankruptcy admin-
istrator pursuant to 11 U.S.C. 111(a)(1)
to provide credit counseling services
in, at the card issuer’s option, either
the state in which the billing address
for the account is located or the state
specified by the consumer.

(B) Updating required information. At
least annually, a card issuer must up-
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date the information provided pursuant
to paragraph (b)(12)(iv)(A) of this sec-
tion for consistency with the informa-
tion available from the United States
Trustee or a bankruptcy adminis-
trator.

(v) Exemptions. Paragraph (b)(12) of
this section does not apply to:

(A) Charge card accounts that re-
quire payment of outstanding balances
in full at the end of each billing cycle;

(B) A billing cycle immediately fol-
lowing two consecutive billing cycles
in which the consumer paid the entire
balance in full, had a zero outstanding
balance or had a credit balance; and

(C) A billing cycle where paying the
minimum payment due for that billing
cycle will pay the entire outstanding
balance on the account for that billing
cycle.

(13) Format requirements. The due date
required by paragraph (b)(11) of this
section shall be disclosed on the front
of the first page of the periodic state-
ment. The amount of the late payment
fee and the annual percentage rate(s)
required by paragraph (b)(11) of this
section shall be stated in close prox-
imity to the due date. The ending bal-
ance required by paragraph (b)(10) of
this section and the disclosures re-
quired by paragraph (b)(12) of this sec-
tion shall be disclosed closely proxi-
mate to the minimum payment due.
The due date, late payment fee and an-
nual percentage rate, ending balance,
minimum payment due, and disclosures
required by paragraph (b)(12) of this
section shall be grouped together. Sam-
ple G-18(D) in appendix G to this part
sets forth an example of how these
terms may be grouped.

(14) Deferred interest or similar trans-
actions. For accounts with an out-
standing balance subject to a deferred
interest or similar program, the date
by which that outstanding balance
must be paid in full in order to avoid
the obligation to pay finance charges
on such balance must be disclosed on
the front of any page of each periodic
statement issued during the deferred
interest period beginning with the first
periodic statement issued during the
deferred interest period that reflects
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the deferred interest or similar trans-
action. The disclosure provided pursu-
ant to this paragraph must be substan-
tially similar to Sample G-18(H) in ap-
pendix G to this part.

§1026.8 Identifying transactions on
periodic statements.

The creditor shall identify credit
transactions on or with the first peri-
odic statement that reflects the trans-
action by furnishing the following in-
formation, as applicable:

(a) Sale credit. (1) Except as provided
in paragraph (a)(2) of this section, for
each credit transaction involving the
sale of property or services, the cred-
itor must disclose the amount and date
of the transaction, and either:

(i) A brief identification of the prop-
erty or services purchased, for credi-
tors and sellers that are the same or
related; or

(ii) The seller’s name; and the city
and state or foreign country where the
transaction took place. The creditor
may omit the address or provide any
suitable designation that helps the
consumer to identify the transaction
when the transaction took place at a
location that is not fixed; took place in
the consumer’s home; or was a mail,
Internet, or telephone order.

(2) Creditors need not comply with
paragraph (a)(1) of this section if an ac-
tual copy of the receipt or other credit
document is provided with the first
periodic statement reflecting the
transaction, and the amount of the
transaction and either the date of the
transaction to the consumer’s account
or the date of debiting the transaction
are disclosed on the copy or on the
periodic statement.

(b) Nomnsale credit. For each credit
transaction not involving the sale of
property or services, the creditor must
disclose a brief identification of the
transaction; the amount of the trans-
action; and at least one of the fol-
lowing dates: The date of the trans-
action, the date the transaction was
debited to the consumer’s account, or,
if the consumer signed the credit docu-
ment, the date appearing on the docu-
ment. If an actual copy of the receipt
or other credit document is provided
and that copy shows the amount and at
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least one of the specified dates, the
brief identification may be omitted.

(c) Alternative creditor procedures; con-
sumer inquiries for clarification or docu-
mentation. The following procedures
apply to creditors that treat an inquiry
for clarification or documentation as a
notice of a billing error, including cor-
recting the account in accordance with
§1026.13(e):

(1) Failure to disclose the informa-
tion required by paragraphs (a) and (b)
of this section is not a failure to com-
ply with the regulation, provided that
the creditor also maintains procedures
reasonably designed to obtain and pro-
vide the information. This applies to
transactions that take place outside a
state, as defined in §1026.2(a)(26),
whether or not the creditor maintains
procedures reasonably adapted to ob-
tain the required information.

(2) As an alternative to the brief
identification for sale or nonsale cred-
it, the creditor may disclose a number
or symbol that also appears on the re-
ceipt or other credit document given to
the consumer, if the number or symbol
reasonably identifies that transaction
with that creditor.

§1026.9 Subsequent
quirements.

(a) Furnishing statement of billing
rights—(1) Annual statement. The cred-
itor shall mail or deliver the billing
rights statement required by
§1026.6(a)(5) and (b)(5)(iii) at least once
per calendar year, at intervals of not
less than 6 months nor more than 18
months, either to all consumers or to
each consumer entitled to receive a
periodic statement under §1026.5(b)(2)
for any one billing cycle.

(2) Alternative summary Sstatement. As
an alternative to paragraph (a)(1) of
this section, the creditor may mail or
deliver, on or with each periodic state-
ment, a statement substantially simi-
lar to Model Form G-4 or Model Form
G—4(A) in appendix G to this part, as
applicable. Creditors offering home-eq-
uity plans subject to the requirements
of §1026.40 may use either Model Form,
at their option.

(b) Disclosures for supplemental credit
access devices and additional features. (1)
If a creditor, within 30 days after mail-
ing or delivering the account-opening

disclosure re-
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disclosures under §1026.6(a)(1) or
(b)(3)(11)(A), as applicable, adds a credit
feature to the consumer’s account or
mails or delivers to the consumer a
credit access device, including but not
limited to checks that access a credit
card account, for which the finance
charge terms are the same as those
previously disclosed, no additional dis-
closures are necessary. Except as pro-
vided in paragraph (b)(3) of this sec-
tion, after 30 days, if the creditor adds
a credit feature or furnishes a credit
access device (other than as a renewal,
resupply, or the original issuance of a
credit card) on the same finance charge
terms, the creditor shall disclose, be-
fore the consumer uses the feature or
device for the first time, that it is for
use in obtaining credit under the terms
previously disclosed.

(2) Except as provided in paragraph
(b)(3) of this section, whenever a credit
feature is added or a credit access de-
vice is mailed or delivered to the con-
sumer, and the finance charge terms
for the feature or device differ from
disclosures previously given, the dis-
closures required by §1026.6(a)(1) or
(b)(3)(i1)(A), as applicable, that are ap-
plicable to the added feature or device
shall be given before the consumer uses
the feature or device for the first time.

(3) Checks that access a credit card ac-
count—(@i) Disclosures. For open-end
plans not subject to the requirements
of §1026.40, if checks that can be used
to access a credit card account are pro-
vided more than 30 days after account-
opening disclosures under §1026.6(b) are
mailed or delivered, or are provided
within 30 days of the account-opening
disclosures and the finance charge
terms for the checks differ from the fi-
nance charge terms previously dis-
closed, the creditor shall disclose on
the front of the page containing the
checks the following terms in the form
of a table with the headings, content,
and form substantially similar to Sam-
ple G-19 in appendix G to this part:

(A) If a promotional rate, as that
term is defined in §1026.16(g)(2)(i) ap-
plies to the checks:

(I) The promotional rate and the
time period during which the pro-
motional rate will remain in effect;

(2) The type of rate that will apply
(such as whether the purchase or cash
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advance rate applies) after the pro-
motional rate expires, and the annual
percentage rate that will apply after
the promotional rate expires. For a
variable-rate account, a creditor must
disclose an annual percentage rate
based on the applicable index or for-
mula in accordance with the accuracy
requirements set forth in paragraph
(b)(3)(ii) of this section; and

(3) The date, if any, by which the
consumer must use the checks in order
to qualify for the promotional rate. If
the creditor will honor checks used
after such date but will apply an an-
nual percentage rate other than the
promotional rate, the creditor must
disclose this fact and the type of an-
nual percentage rate that will apply if
the consumer uses the checks after
such date.

(B) If no promotional rate applies to
the checks:

(1) The type of rate that will apply to
the checks and the applicable annual
percentage rate. For a variable-rate ac-
count, a creditor must disclose an an-
nual percentage rate based on the ap-
plicable index or formula in accordance
with the accuracy requirements set
forth in paragraph (b)(3)(ii) of this sec-
tion.

(2) [Reserved]

(C) Any transaction fees applicable to
the checks disclosed under
§1026.6(b)(2)(iv); and

(D) Whether or not a grace period is
given within which any credit extended
by use of the checks may be repaid
without incurring a finance charge due
to a periodic interest rate. When dis-
closing whether there is a grace period,
the phrase ‘“‘How to Avoid Paying In-
terest on Check Transactions’ shall be
used as the row heading when a grace
period applies to credit extended by the
use of the checks. When disclosing the
fact that no grace period exists for
credit extended by use of the checks,
the phrase ‘‘Paying Interest’” shall be
used as the row heading.

(ii) Accuracy. The disclosures in para-
graph (b)(3)(1) of this section must be
accurate as of the time the disclosures
are mailed or delivered. A variable an-
nual percentage rate is accurate if it
was in effect within 60 days of when the
disclosures are mailed or delivered.
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(iii) Variable rates. If any annual per-
centage rate required to be disclosed
pursuant to paragraph (b)(3)(i) of this
section is a variable rate, the card
issuer shall also disclose the fact that
the rate may vary and how the rate is
determined. In describing how the ap-
plicable rate will be determined, the
card issuer must identify the type of
index or formula that is used in setting
the rate. The value of the index and the
amount of the margin that are used to
calculate the variable rate shall not be
disclosed in the table. A disclosure of
any applicable limitations on rate in-
creases shall not be included in the
table.

(c) Change in terms—(1) Rules affecting
home-equity plans—(i) Written notice re-
quired. For home-equity plans subject
to the requirements of §1026.40, when-
ever any term required to be disclosed
under §1026.6(a) is changed or the re-
quired minimum periodic payment is
increased, the creditor shall mail or de-
liver written notice of the change to
each consumer who may be affected.
The notice shall be mailed or delivered
at least 15 days prior to the effective
date of the change. The 15-day timing
requirement does not apply if the
change has been agreed to by the con-
sumer; the notice shall be given, how-
ever, before the effective date of the
change.

(ii) Notice not required. For home-eq-
uity plans subject to the requirements
of §1026.40, a creditor is not required to
provide notice under this section when
the change involves a reduction of any
component of a finance or other charge
or when the change results from an
agreement involving a court pro-
ceeding.

(iii) Notice to restrict credit. For home-
equity plans subject to the require-
ments of §1026.40, if the creditor pro-
hibits additional extensions of credit or
reduces the credit limit pursuant to
§1026.40(£)(3)(i) or (£)(3)(vi), the creditor
shall mail or deliver written notice of
the action to each consumer who will
be affected. The notice must be pro-
vided not later than three business
days after the action is taken and shall
contain specific reasons for the action.
If the creditor requires the consumer
to request reinstatement of -credit
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privileges, the notice also shall state
that fact.

(2) Rules affecting open-end (not home-
secured) plans—(i) Changes where written
advance notice is required—(A) General.
For plans other than home-equity
plans subject to the requirements of
§1026.40, except as provided in para-
graphs  (c)2)H)(B), (c)(2)(il) and
(¢)(2)(v) of this section, when a signifi-
cant change in account terms as de-
scribed in paragraph (c)(2)(ii) of this
section is made, a creditor must pro-
vide a written notice of the change at
least 45 days prior to the effective date
of the change to each consumer who
may be affected. The 45-day timing re-
quirement does not apply if the con-
sumer has agreed to a particular
change as described in paragraph
(©)(2)(1)(B) of this section; for such
changes, notice must be given in ac-
cordance with the timing requirements
of paragraph (¢)(2)(i)(B) of this section.
Increases in the rate applicable to a
consumer’s account due to delin-
quency, default or as a penalty de-
scribed in paragraph (g) of this section
that are not due to a change in the
contractual terms of the consumer’s
account must be disclosed pursuant to
paragraph (g) of this section instead of
paragraph (c¢)(2) of this section.

(B) Changes agreed to by the consumer.
A notice of change in terms is required,
but it may be mailed or delivered as
late as the effective date of the change
if the consumer agrees to the par-
ticular change. This paragraph
(¢)(2)(i)(B) applies only when a con-
sumer substitutes collateral or when
the creditor can advance additional
credit only if a change relatively
unique to that consumer is made, such
as the consumer’s providing additional
security or paying an increased min-
imum payment amount. The following
are not considered agreements between
the consumer and the creditor for pur-
poses of this paragraph (¢)(2)(1)(B): The
consumer’s general acceptance of the
creditor’s contract reservation of the
right to change terms; the consumer’s
use of the account (which might imply
acceptance of its terms under state
law); the consumer’s acceptance of a
unilateral term change that is not par-
ticular to that consumer, but rather is
of general applicability to consumers
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with that type of account; and the con-
sumer’s request to reopen a closed ac-
count or to upgrade an existing ac-
count to another account offered by
the creditor with different credit or
other features.

(ii) Significant changes in account
terms. For purposes of this section, a
‘“‘significant change in account terms”
means a change to a term required to
be disclosed under §1026.6(b)(1) and
(b)(2), an increase in the required min-
imum periodic payment, a change to a
term required to be disclosed under
§1026.6(b)(4), or the acquisition of a se-
curity interest.

(iii) Charges not covered by
$1026.6(b)(1) and (b)(2). Except as pro-
vided in paragraph (c)(2)(vi) of this sec-
tion, if a creditor increases any compo-
nent of a charge, or introduces a new
charge, required to be disclosed under
§1026.6(b)(3) that is not a significant
change in account terms as described
in paragraph (¢)(2)(ii) of this section, a
creditor must either, at its option:

(A) Comply with the requirements of
paragraph (c)(2)(i) of this section; or

(B) Provide notice of the amount of
the charge before the consumer agrees
to or becomes obligated to pay the
charge, at a time and in a manner that
a consumer would be likely to notice
the disclosure of the charge. The notice
may be provided orally or in writing.

(iv) Disclosure requirements—(A) Sig-
nificant changes in account terms. If a
creditor makes a significant change in
account terms as described in para-
graph (c)(2)(ii) of this section, the no-
tice provided pursuant to paragraph
(c)(2)(i) of this section must provide
the following information:

(I) A summary of the changes made
to terms required by §1026.6(b)(1) and
(b)(2) or §1026.6(b)(4), a description of
any increase in the required minimum
periodic payment, and a description of
any security interest being acquired by
the creditor;

(2) A statement that changes are
being made to the account;

(3) For accounts other than credit
card accounts under an open-end (not
home-secured) consumer credit plan
subject to §1026.9(c)(2)(iv)(B), a state-
ment indicating the consumer has the
right to opt out of these changes, if ap-
plicable, and a reference to additional
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information describing the opt-out
right provided in the notice, if applica-
ble;

(4) The date the changes will become
effective;

(5) If applicable, a statement that the
consumer may find additional informa-
tion about the summarized changes,
and other changes to the account, in
the notice;

(6) If the creditor is changing a rate
on the account, other than a penalty
rate, a statement that if a penalty rate
currently applies to the consumer’s ac-
count, the new rate described in the
notice will not apply to the consumer’s
account until the consumer’s account
balances are no longer subject to the
penalty rate;

(7) If the change in terms being dis-
closed is an increase in an annual per-
centage rate, the balances to which the
increased rate will be applied. If appli-
cable, a statement identifying the bal-
ances to which the current rate will
continue to apply as of the effective
date of the change in terms; and

(8) If the change in terms being dis-
closed is an increase in an annual per-
centage rate for a credit card account
under an open-end (not home-secured)
consumer credit plan, a statement of
no more than four principal reasons for
the rate increase, listed in their order
of importance.

(B) Right to reject for credit card ac-
counts under an open-end (not home-se-
cured) consumer credit plan. In addition
to the disclosures in paragraph
()(2)(iv)(A) of this section, if a card
issuer makes a significant change in
account terms on a credit card account
under an open-end (not home-secured)
consumer credit plan, the creditor
must generally provide the following
information on the notice provided
pursuant to paragraph (c)(2)(i) of this
section. This information is not re-
quired to be provided in the case of an
increase in the required minimum peri-
odic payment, an increase in a fee as a
result of a reevaluation of a determina-
tion made under §1026.52(b)(1)(i) or an
adjustment to the safe harbors in
§1026.52(b)(1)(ii) to reflect changes in
the Consumer Price Index, a change in
an annual percentage rate applicable to
a consumer’s account, an increase in a
fee previously reduced consistent with
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50 U.S.C. app. 527 or a similar Federal
or state statute or regulation if the
amount of the increased fee does not
exceed the amount of that fee prior to
the reduction, or when the change re-
sults from the creditor not receiving
the consumer’s required minimum
periodic payment within 60 days after
the due date for that payment:

(I) A statement that the consumer
has the right to reject the change or
changes prior to the effective date of
the changes, unless the consumer fails
to make a required minimum periodic
payment within 60 days after the due
date for that payment;

(2) Instructions for rejecting the
change or changes, and a toll-free tele-
phone number that the consumer may
use to notify the creditor of the rejec-
tion; and

(3) If applicable, a statement that if
the consumer rejects the change or
changes, the consumer’s ability to use
the account for further advances will
be terminated or suspended.

(C) Changes resulting from failure to
make minimum periodic payment within
60 days from due date for credit card ac-
counts under an open-end (not home-se-
cured) consumer credit plan. For a credit
card account under an open-end (not
home-secured) consumer credit plan:

(1) If the significant change required
to be disclosed pursuant to paragraph
(c)(2)(i) of this section is an increase in
an annual percentage rate or a fee or
charge required to be disclosed under
§1026.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
based on the consumer’s failure to
make a minimum periodic payment
within 60 days from the due date for
that payment, the notice provided pur-
suant to paragraph (c)(2)(i) of this sec-
tion must state that the increase will
cease to apply to transactions that oc-
curred prior to or within 14 days of pro-
vision of the notice, if the creditor re-
ceives six consecutive required min-
imum periodic payments on or before
the payment due date, beginning with
the first payment due following the ef-
fective date of the increase.

(2) If the significant change required
to be disclosed pursuant to paragraph
(c)(2)(i) of this section is an increase in
a fee or charge required to be disclosed
under §1026.6(b)(2)(ii), (b)(2)(iii), or
(b)(2)(xii) based on the consumer’s fail-
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ure to make a minimum periodic pay-
ment within 60 days from the due date
for that payment, the notice provided
pursuant to paragraph (c)(2)(i) of this
section must also state the reason for
the increase.

(D) Format requirements—(1) Tabular
format. The summary of changes de-
scribed in paragraph (¢)(2)(iv)(A)(1) of
this section must be in a tabular for-
mat (except for a summary of any in-
crease in the required minimum peri-
odic payment, a summary of a term re-
quired to be disclosed under
§1026.6(b)(4) that is not required to be
disclosed under §1026.6(b)(1) and (b)(2),
or a description of any security inter-
est being acquired by the creditor),
with headings and format substantially
similar to any of the account-opening
tables found in G-17 in appendix G to
this part. The table must disclose the
changed term and information relevant
to the change, if that relevant informa-
tion is required by §1026.6(b)(1) and
(b)(2). The new terms shall be described
in the same level of detail as required
when disclosing the terms under
§1026.6(b)(2).

(2) Notice included with periodic state-
ment. If a notice required by paragraph
(¢)(2)(i) of this section is included on or
with a periodic statement, the informa-
tion described in paragraph
(©)(2)(iv)(A)(1) of this section must be
disclosed on the front of any page of
the statement. The summary of
changes described in paragraph
(©)(2)(iv)(A)(1) of this section must im-
mediately follow the information de-
scribed in paragraph (c)(2)(iv)(A)(2)
through (¢)(2)(iv)(A)(7) and, if applica-
ble, paragraphs (©)2)AV)(A)S),
(©)(2)(iv)(B), and (¢)(2)(iv)(C) of this sec-
tion, and be substantially similar to
the format shown in Sample G-20 or G-
21 in appendix G to this part.

(3) Notice provided separately from peri-
odic statement. If a notice required by
paragraph (¢)(2)(i) of this section is not
included on or with a periodic state-
ment, the information described in
paragraph (¢)(2)(iv)(A)(I) of this section
must, at the creditor’s option, be dis-
closed on the front of the first page of
the notice or segregated on a separate
page from other information given
with the mnotice. The summary of
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changes required to be in a table pursu-
ant to paragraph (c)(2)(iv)(A)(I) of this
section may be on more than one page,
and may use both the front and reverse
sides, so long as the table begins on the
front of the first page of the notice and
there is a reference on the first page in-
dicating that the table continues on
the following page. The summary of
changes described in paragraph
(©)(2)(iv)(A)(1) of this section must im-
mediately follow the information de-
scribed in paragraph (¢)(2)(iv)(A)(2)
through (¢)(2)(iv)(A)(7) and, if applica-
ble, paragraphs (©)(2)AV)(A)(8),
(©)(2)iv)(B), and (c)(2)({iv)(C), of this
section, substantially similar to the
format shown in Sample G-20 or G-21
in appendix G to this part.

(v) Notice not required. For open-end
plans (other than home equity plans
subject to the requirements of §1026.40)
a creditor is not required to provide no-
tice under this section:

(A) When the change involves charges
for documentary evidence; a reduction
of any component of a finance or other
charge; suspension of future credit
privileges (except as provided in para-
graph (c)(2)(vi) of this section) or ter-
mination of an account or plan; when
the change results from an agreement
involving a court proceeding; when the
change is an extension of the grace pe-
riod; or if the change is applicable only
to checks that access a credit card ac-
count and the changed terms are dis-
closed on or with the checks in accord-
ance with paragraph (b)(3) of this sec-
tion;

(B) When the change is an increase in
an annual percentage rate or fee upon
the expiration of a specified period of
time, provided that:

(I) Prior to commencement of that
period, the creditor disclosed in writing
to the consumer, in a clear and con-
spicuous manner, the length of the pe-
riod and the annual percentage rate or
fee that would apply after expiration of
the period;

(2) The disclosure of the length of the
period and the annual percentage rate
or fee that would apply after expiration
of the period are set forth in close
proximity and in equal prominence to
the first listing of the disclosure of the
rate or fee that applies during the spec-
ified period of time; and
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(3) The annual percentage rate or fee
that applies after that period does not
exceed the rate or fee disclosed pursu-
ant to paragraph (c)(2)(v)(B)(I) of this
paragraph or, if the rate disclosed pur-
suant to paragraph (c)(2)(v)(B)(I) of
this section was a variable rate, the
rate following any such increase is a
variable rate determined by the same
formula (index and margin) that was
used to calculate the variable rate dis-
closed pursuant to paragraph
©)@)(V)(B)X(D);

(C) When the change is an increase in
a variable annual percentage rate in
accordance with a credit card or other
account agreement that provides for
changes in the rate according to oper-
ation of an index that is not under the
control of the creditor and is available
to the general public; or

(D) When the change is an increase in
an annual percentage rate, a fee or
charge required to be disclosed under
§1026.6(b)(2)(ii), (b)(2)({ii), (b)(2)(viii),
(0)(2)(ix), (b)(2)(ix) or (b)(2)(xii), or the
required minimum periodic payment
due to the completion of a workout or
temporary hardship arrangement by
the consumer or the consumer’s failure
to comply with the terms of such an
arrangement, provided that:

(I) The annual percentage rate or fee
or charge applicable to a category of
transactions or the required minimum
periodic payment following any such
increase does not exceed the rate or fee
or charge or required minimum peri-
odic payment that applied to that cat-
egory of transactions prior to com-
mencement of the arrangement or, if
the rate that applied to a category of
transactions prior to the commence-
ment of the workout or temporary
hardship arrangement was a variable
rate, the rate following any such in-
crease is a variable rate determined by
the same formula (index and margin)
that applied to the category of trans-
actions prior to commencement of the
workout or temporary hardship ar-
rangement; and

(2) The creditor has provided the con-
sumer, prior to the commencement of
such arrangement, with a clear and
conspicuous disclosure of the terms of
the arrangement (including any in-
creases due to such completion or fail-
ure). This disclosure must generally be
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provided in writing. However, a cred-
itor may provide the disclosure of the
terms of the arrangement orally by
telephone, provided that the creditor
mails or delivers a written disclosure
of the terms of the arrangement to the
consumer as soon as reasonably prac-
ticable after the oral disclosure is pro-
vided.

(vi) Reduction of the credit limit. For
open-end plans that are not subject to
the requirements of §1026.40, if a cred-
itor decreases the credit limit on an ac-
count, advance notice of the decrease
must be provided before an over-the-
limit fee or a penalty rate can be im-
posed solely as a result of the con-
sumer exceeding the newly decreased
credit limit. Notice shall be provided in
writing or orally at least 45 days prior
to imposing the over-the-limit fee or
penalty rate and shall state that the
credit limit on the account has been or
will be decreased.

(d) Finance charge imposed at time of
transaction. (1) Any person, other than
the card issuer, who imposes a finance
charge at the time of honoring a con-
sumer’s credit card, shall disclose the
amount of that finance charge prior to
its imposition.

(2) The card issuer, other than the
person honoring the consumer’s credit
card, shall have no responsibility for
the disclosure required by paragraph
(d)(1) of this section, and shall not con-
sider any such charge for the purposes
of §§1026.60, 1026.6 and 1026.7.

(e) Disclosures upon renewal of credit
or charge card—(1) Notice prior to re-
newal. A card issuer that imposes any
annual or other periodic fee to renew a
credit or charge card account of the
type subject to §1026.60, including any
fee based on account activity or inac-
tivity or any card issuer that has
changed or amended any term of a
cardholder’s account required to be dis-
closed under §1026.6(b)(1) and (b)(2) that
has not previously been disclosed to
the consumer, shall mail or deliver
written notice of the renewal to the
cardholder. If the card issuer imposes
any annual or other periodic fee for re-
newal, the notice shall be provided at
least 30 days or one billing cycle,
whichever is less, before the mailing or
the delivery of the periodic statement
on which any renewal fee is initially
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charged to the account. If the card
issuer has changed or amended any
term required to be disclosed under
§1026.6(b)(1) and (b)(2) and such changed
or amended term has not previously
been disclosed to the consumer, the no-
tice shall be provided at least 30 days
prior to the scheduled renewal date of
the consumer’s credit or charge card.
The notice shall contain the following
information:

(i) The disclosures contained in
§1026.60(b)(1) through (b)(7) that would
apply if the account were renewed; and

(ii) How and when the cardholder
may terminate credit availability
under the account to avoid paying the
renewal fee, if applicable.

(2) Notification on periodic statements.
The disclosures required by this para-
graph may be made on or with a peri-
odic statement. If any of the disclo-
sures are provided on the back of a
periodic statement, the card issuer
shall include a reference to those dis-
closures on the front of the statement.

(f) Change in credit card account insur-
ance provider—(1) Notice prior to change.
If a credit card issuer plans to change
the provider of insurance for repay-
ment of all or part of the outstanding
balance of an open-end credit card ac-
count of the type subject to §1026.60,
the card issuer shall mail or deliver to
the cardholder written notice of the
change not less than 30 days before the
change in provider occurs. The notice
shall also include the following items,
to the extent applicable:

(i) Any increase in the rate that will
result from the change;

(ii) Any substantial decrease in cov-
erage that will result from the change;
and

(iii) A statement that the cardholder
may discontinue the insurance.

(2) Notice when change in provider oc-
curs. If a change described in paragraph
(f)(1) of this section occurs, the card
issuer shall provide the cardholder
with a written notice no later than 30
days after the change, including the
following items, to the extent applica-
ble:

(i) The name and address of the new
insurance provider;

(ii) A copy of the new policy or group
certificate containing the basic terms
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of the insurance, including the rate to
be charged; and

(iii) A statement that the cardholder
may discontinue the insurance.

(3) Substantial decrease in coverage.
For purposes of this paragraph, a sub-
stantial decrease in coverage is a de-
crease in a significant term of coverage
that might reasonably be expected to
affect the cardholder’s decision to con-
tinue the insurance. Significant terms
of coverage include, for example, the
following:

(i) Type of coverage provided;

(ii) Age at which coverage terminates
or becomes more restrictive;

(iii) Maximum insurable loan bal-
ance, maximum periodic benefit pay-
ment, maximum number of payments,
or other term affecting the dollar
amount of coverage or benefits pro-
vided;

(iv) Eligibility requirements and
number and identity of persons cov-
ered;

(v) Definition of a key term of cov-
erage such as disability;

(vi) Exclusions from or limitations
on coverage; and

(vii) Waiting periods and whether
coverage is retroactive.

(4) Combined notification. The notices
required by paragraph (f)(1) and (2) of
this section may be combined provided
the timing requirement of paragraph
(f)(1) of this section is met. The notices
may be provided on or with a periodic
statement.

(g) Increase in rates due to delinquency
or default or as a penalty.—(1) Increases
subject to this section. For plans other
than home-equity plans subject to the
requirements of §1026.40, except as pro-
vided in paragraph (g)(4) of this sec-
tion, a creditor must provide a written
notice to each consumer who may be
affected when:

(1) A rate is increased due to the con-
sumer’s delinquency or default; or

(ii) A rate is increased as a penalty
for one or more events specified in the
account agreement, such as making a
late payment or obtaining an extension
of credit that exceeds the credit limit.

(2) Timing of written notice. Whenever
any notice is required to be given pur-
suant to paragraph (g)(1) of this sec-
tion, the creditor shall provide written
notice of the increase in rates at least
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45 days prior to the effective date of
the increase. The notice must be pro-
vided after the occurrence of the events
described in paragraphs (g)(1)(i) and
(2)(1)(ii) of this section that trigger the
imposition of the rate increase.

(3)(i) Disclosure requirements for rate
increases—(A) General. If a creditor is
increasing the rate due to delinquency
or default or as a penalty, the creditor
must provide the following information
on the notice sent pursuant to para-
graph (g)(1) of this section:

(I) A statement that the delinquency
or default rate or penalty rate, as ap-
plicable, has been triggered;

(2) The date on which the delin-
quency or default rate or penalty rate
will apply;

(3) The circumstances under which
the delinquency or default rate or pen-
alty rate, as applicable, will cease to
apply to the consumer’s account, or
that the delinquency or default rate or
penalty rate will remain in effect for a
potentially indefinite time period;

(4) A statement indicating to which
balances the delinquency or default
rate or penalty rate will be applied;

(&) If applicable, a description of any
balances to which the current rate will
continue to apply as of the effective
date of the rate increase, unless a con-
sumer fails to make a minimum peri-
odic payment within 60 days from the
due date for that payment; and

(6) For a credit card account under
an open-end (not home-secured) con-
sumer credit plan, a statement of no
more than four principal reasons for
the rate increase, listed in their order
of importance.

(B) Rate increases resulting from failure
to make minimum periodic payment with-
in 60 days from due date. For a credit
card account under an open-end (not
home-secured) consumer credit plan, if
the rate increase required to be dis-
closed pursuant to paragraph (g)(1) of
this section is an increase pursuant to
§1026.55(b)(4) based on the consumer’s
failure to make a minimum periodic
payment within 60 days from the due
date for that payment, the notice pro-
vided pursuant to paragraph (g)(1) of
this section must also state that the
increase will cease to apply to trans-
actions that occurred prior to or with-
in 14 days of provision of the notice, if
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the creditor receives six consecutive
required minimum periodic payments
on or before the payment due date, be-
ginning with the first payment due fol-
lowing the effective date of the in-
crease.

(ii) Format requirements. (A) If a no-
tice required by paragraph (g)(1) of this
section is included on or with a peri-
odic statement, the information de-
scribed in paragraph (g)(3)(1) of this
section must be in the form of a table
and provided on the front of any page
of the periodic statement, above the
notice described in paragraph (c)(2)(iv)
of this section if that notice is provided
on the same statement.

(B) If a notice required by paragraph
(2)(1) of this section is not included on
or with a periodic statement, the infor-
mation described in paragraph (g)(3)(i)
of this section must be disclosed on the
front of the first page of the notice.
Only information related to the in-
crease in the rate to a penalty rate
may be included with the notice, ex-
cept that this notice may be combined
with a notice described in paragraph
(¢)(2)(iv) or (g)(4) of this section.

(4) Exception for decrease in credit
limit. A creditor is not required to pro-
vide a notice pursuant to paragraph
(2)(1) of this section prior to increasing
the rate for obtaining an extension of
credit that exceeds the credit limit,
provided that:

(i) The creditor provides at least 45
days in advance of imposing the pen-
alty rate a notice, in writing, that in-
cludes:

(A) A statement that the credit limit
on the account has been or will be de-
creased.

(B) A statement indicating the date
on which the penalty rate will apply, if
the outstanding balance exceeds the
credit limit as of that date;

(C) A statement that the penalty rate
will not be imposed on the date speci-
fied in paragraph (2)(4)(i)(B) of this sec-
tion, if the outstanding balance does
not exceed the credit limit as of that
date;

(D) The circumstances under which
the penalty rate, if applied, will cease
to apply to the account, or that the
penalty rate, if applied, will remain in
effect for a potentially indefinite time
period;
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(E) A statement indicating to which
balances the penalty rate may be ap-
plied; and

(F) If applicable, a description of any
balances to which the current rate will
continue to apply as of the effective
date of the rate increase, unless the
consumer fails to make a minimum
periodic payment within 60 days from
the due date for that payment; and

(ii) The creditor does not increase the
rate applicable to the consumer’s ac-
count to the penalty rate if the out-
standing balance does not exceed the
credit limit on the date set forth in the
notice and described in paragraph
(2)(4)(1)(B) of this section.

(iii)(A) If a notice provided pursuant
to paragraph (g)(4)(i) of this section is
included on or with a periodic state-
ment, the information described in
paragraph (g)(4)(i) of this section must
be in the form of a table and provided
on the front of any page of the periodic
statement; or

(B) If a notice required by paragraph
(g2)(4)(1) of this section is not included
on or with a periodic statement, the in-
formation described in paragraph
(g2)4)(i) of this section must be dis-
closed on the front of the first page of
the notice. Only information related to
the reduction in credit limit may be in-
cluded with the notice, except that this
notice may be combined with a notice
described in paragraph (c)(2)(iv) or
(g2)(1) of this section.

(h) Consumer rejection of certain Sig-
nificant changes in terms—(1) Right to re-
ject. If paragraph (c)(2)(iv)(B) of this
section requires disclosure of the con-
sumer’s right to reject a significant
change to an account term, the con-
sumer may reject that change by noti-
fying the creditor of the rejection be-
fore the effective date of the change.

(2) Effect of rejection. If a creditor is
notified of a rejection of a significant
change to an account term as provided
in paragraph (h)(1) of this section, the
creditor must not:

(i) Apply the change to the account;

(ii) Impose a fee or charge or treat
the account as in default solely as a re-
sult of the rejection; or

(iii) Require repayment of the bal-
ance on the account using a method
that is less beneficial to the consumer
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than one of the methods listed in
§1026.55(c)(2).

(3) Exception. Section 1026.9(h) does
not apply when the creditor has not re-
ceived the consumer’s required min-
imum periodic payment within 60 days
after the due date for that payment.

§1026.10 Payments.

(a) General rule. A creditor shall cred-
it a payment to the consumer’s ac-
count as of the date of receipt, except
when a delay in crediting does not re-
sult in a finance or other charge or ex-
cept as provided in paragraph (b) of
this section.

(b) Specific requirements for payments—
(1) General rule. A creditor may specify
reasonable requirements for payments
that enable most consumers to make
conforming payments.(2) Examples of
reasonable requirements for payments.
Reasonable requirements for making
payment may include:

(i) Requiring that payments be ac-
companied by the account number or
payment stub;

(ii) Setting reasonable cut-off times
for payments to be received by mail, by
electronic means, by telephone, and in
person (except as provided in paragraph
(b)(3) of this section), provided that
such cut-off times shall be no earlier
than 5 p.m. on the payment due date at
the location specified by the creditor
for the receipt of such payments;

(iii) Specifying that only checks or
money orders should be sent by mail;

(iv) Specifying that payment is to be
made in U.S. dollars; or

(v) Specifying one particular address
for receiving payments, such as a post
office box.

(3) In-person payments on credit card
accounts—(i) General. Notwithstanding
§1026.10(b), payments on a credit card
account under an open-end (not home-
secured) consumer credit plan made in
person at a branch or office of a card
issuer that is a financial institution
prior to the close of business of that
branch or office shall be considered re-
ceived on the date on which the con-
sumer makes the payment. A card
issuer that is a financial institution
shall not impose a cut-off time earlier
than the close of business for any such
payments made in person at any
branch or office of the card issuer at

12 CFR Ch. X (1-1-13 Edition)

which such payments are accepted.
Notwithstanding §1026.10(b)(2)(ii), a
card issuer may impose a cut-off time
earlier than 5 p.m. for such payments,
if the close of business of the branch or
office is earlier than 5 p.m.

(ii) Financial institution. For purposes
of paragraph (b)(3) of this section, ‘‘fi-
nancial institution” shall mean a
bank, savings association, or credit
union.

(4) Nonconforming payments—@{) In
general. Except as provided in para-
graph (b)(4)(ii) of this section, if a cred-
itor specifies, on or with the periodic
statement, requirements for the con-
sumer to follow in making payments as
permitted under this §1026.10, but ac-
cepts a payment that does not conform
to the requirements, the creditor shall
credit the payment within five days of
receipt.

(ii) Payment methods promoted by cred-
itor. If a creditor promotes a method
for making payments, such payments
shall be considered conforming pay-
ments in accordance with this para-
graph (b) and shall be credited to the
consumer’s account as of the date of
receipt, except when a delay in cred-
iting does not result in a finance or
other charge.

(c) Adjustment of account. If a creditor
fails to credit a payment, as required
by paragraphs (a) or (b) of this section,
in time to avoid the imposition of fi-
nance or other charges, the creditor
shall adjust the consumer’s account so
that the charges imposed are credited
to the consumer’s account during the
next billing cycle.

(d) Crediting of payments when creditor
does mnot receive or accept payments on
due date. (1) General. Except as provided
in paragraph (d)(2) of this section, if a
creditor does not receive or accept pay-
ments by mail on the due date for pay-
ments, the creditor may generally not
treat a payment received the next busi-
ness day as late for any purpose. For
purposes of this paragraph (d), the
“next business day’’ means the next
day on which the creditor accepts or
receives payments by mail.

(2) Payments accepted or received other
than by mail. If a creditor accepts or re-
ceives payments made on the due date
by a method other than mail, such as
electronic or telephone payments, the
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creditor is not required to treat a pay-
ment made by that method on the next
business day as timely, even if it does
not accept mailed payments on the due
date.

(e) Limitations on fees related to method
of payment. For credit card accounts
under an open-end (not home-secured)
consumer credit plan, a creditor may
not impose a separate fee to allow con-
sumers to make a payment by any
method, such as mail, electronic, or
telephone payments, unless such pay-
ment method involves an expedited
service by a customer service rep-
resentative of the creditor. For pur-
poses of paragraph (e) of this section,
the term ‘‘creditor’ includes a third
party that collects, receives, or proc-
esses payments on behalf of a creditor.

(f) Changes by card issuer. If a card
issuer makes a material change in the
address for receiving payments or pro-
cedures for handling payments, and
such change causes a material delay in
the crediting of a payment to the con-
sumer’s account during the 60-day pe-
riod following the date on which such
change took effect, the card issuer may
not impose any late fee or finance
charge for a late payment on the credit
card account during the 60-day period
following the date on which the change
took effect.

§1026.11 Treatment of credit balances;
account termination.

(a) Credit balances. When a credit bal-
ance in excess of $1 is created on a
credit account (through transmittal of
funds to a creditor in excess of the
total balance due on an account,
through rebates of unearned finance
charges or insurance premiums, or
through amounts otherwise owed to or
held for the benefit of the consumer),
the creditor shall:

(1) Credit the amount of the credit
balance to the consumer’s account;

(2) Refund any part of the remaining
credit balance within seven business
days from receipt of a written request
from the consumer;

(3) Make a good faith effort to refund
to the consumer by cash, check, or
money order, or credit to a deposit ac-
count of the consumer, any part of the
credit balance remaining in the ac-
count for more than six months. No
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further action is required if the con-
sumer’s current location is not known
to the creditor and cannot be traced
through the consumer’s last known ad-
dress or telephone number.

(b) Account termination. (1) A creditor
shall not terminate an account prior to
its expiration date solely because the
consumer does not incur a finance
charge.

(2) Nothing in paragraph (b)(1) of this
section prohibits a creditor from ter-
minating an account that is inactive
for three or more consecutive months.
An account is inactive for purposes of
this paragraph if no credit has been ex-
tended (such as by purchase, cash ad-
vance or balance transfer) and if the
account has no outstanding balance.

(c) Timely settlement of estate debts. (1)
General rule. (i) Reasonable policies and
procedures required. For credit card ac-
counts under an open-end (not home-
secured) consumer credit plan, card
issuers must adopt reasonable written
policies and procedures designed to en-
sure that an administrator of an estate
of a deceased accountholder can deter-
mine the amount of and pay any bal-
ance on the account in a timely man-
ner.

(ii) Application to joint accounts. Para-
graph (c) of this section does not apply
to the account of a deceased consumer
if a joint accountholder remains on the
account.

(2) Timely statement of balance.
(i) Requirement. Upon request by the ad-
ministrator of an estate, a card issuer
must provide the administrator with
the amount of the balance on a de-
ceased consumer’s account in a timely
manner.

(ii) Safe harbor. For purposes of para-
graph (¢)(2)(i) of this section, providing
the amount of the balance on the ac-
count within 30 days of receiving the
request is deemed to be timely.

(3) Limitations after receipt of request
from administrator. (i) Limitation on fees
and increases in annual percentage rates.
After receiving a request from the ad-
ministrator of an estate for the
amount of the balance on a deceased
consumer’s account, a card issuer must
not impose any fees on the account
(such as a late fee, annual fee, or over-
the-limit fee) or increase any annual
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percentage rate, except as provided by
§1026.55(b)(2).

(ii) Limitation on trailing or residual
interest. A card issuer must waive or re-
bate any additional finance charge due
to a periodic interest rate if payment
in full of the balance disclosed pursu-
ant to paragraph (c)(2) of this section is
received within 30 days after disclo-
sure.

§1026.12 Special credit card provi-
sions.

(a) Issuance of credit cards. Regardless
of the purpose for which a credit card
is to be used, including business, com-
mercial, or agricultural use, no credit
card shall be issued to any person ex-
cept:

(1) In response to an oral or written
request or application for the card; or

(2) As a renewal of, or substitute for,
an accepted credit card.

(b) Liability of cardholder for unau-
thorized wuse. (1)(i) Definition of unau-
thorized use. For purposes of this sec-
tion, the term ‘‘unauthorized use”
means the use of a credit card by a per-
son, other than the cardholder, who
does not have actual, implied, or appar-
ent authority for such use, and from
which the cardholder receives no ben-
efit.

(ii) Limitation on amount. The liabil-
ity of a cardholder for unauthorized
use of a credit card shall not exceed the
lesser of $50 or the amount of money,
property, labor, or services obtained by
the unauthorized use before notifica-
tion to the card issuer under paragraph
(b)(3) of this section.

(2) Conditions of liability. A cardholder
shall be liable for unauthorized use of a
credit card only if:

(i) The credit card is an accepted
credit card;

(i1) The card issuer has provided ade-
quate notice of the cardholder’s max-
imum potential liability and of means
by which the card issuer may be noti-
fied of loss or theft of the card. The no-
tice shall state that the cardholder’s li-
ability shall not exceed $50 (or any
lesser amount) and that the cardholder
may give oral or written notification,
and shall describe a means of notifica-
tion (for example, a telephone number,
an address, or both); and
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(iii) The card issuer has provided a
means to identify the cardholder on
the account or the authorized user of
the card.

(3) Notification to card issuer. Notifica-
tion to a card issuer is given when
steps have been taken as may be rea-
sonably required in the ordinary course
of business to provide the card issuer
with the pertinent information about
the loss, theft, or possible unauthorized
use of a credit card, regardless of
whether any particular officer, em-
ployee, or agent of the card issuer does,
in fact, receive the information. Notifi-
cation may be given, at the option of
the person giving it, in person, by tele-
phone, or in writing. Notification in
writing is considered given at the time
of receipt or, whether or not received,
at the expiration of the time ordinarily
required for transmission, whichever is
earlier.

(4) Effect of other applicable law or
agreement. If state law or an agreement
between a cardholder and the card
issuer imposes lesser liability than
that provided in this paragraph, the
lesser liability shall govern.

(5) Business use of credit cards. If 10 or
more credit cards are issued by one
card issuer for use by the employees of
an organization, this section does not
prohibit the card issuer and the organi-
zation from agreeing to liability for
unauthorized use without regard to
this section. However, liability for un-
authorized use may be imposed on an
employee of the organization, by either
the card issuer or the organization,
only in accordance with this section.

(c) Right of cardholder to assert claims
or defenses against card issuer. (1) Gen-
eral rule. When a person who honors a
credit card fails to resolve satisfac-
torily a dispute as to property or serv-
ices purchased with the credit card in a
consumer credit transaction, the card-
holder may assert against the card
issuer all claims (other than tort
claims) and defenses arising out of the
transaction and relating to the failure
to resolve the dispute. The cardholder
may withhold payment up to the
amount of credit outstanding for the
property or services that gave rise to
the dispute and any finance or other
charges imposed on that amount.
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(2) Adverse credit reports prohibited. If,
in accordance with paragraph (c)(1) of
this section, the cardholder withholds
payment of the amount of credit out-
standing for the disputed transaction,
the card issuer shall not report that
amount as delinquent until the dispute
is settled or judgment is rendered.

(3) Limitations. (i) General. The rights
stated in paragraphs (c)(1) and (c)(2) of
this section apply only if:

(A) The cardholder has made a good
faith attempt to resolve the dispute
with the person honoring the credit
card; and

(B) The amount of credit extended to
obtain the property or services that re-
sult in the assertion of the claim or de-
fense by the cardholder exceeds $50,
and the disputed transaction occurred
in the same state as the cardholder’s
current designated address or, if not
within the same state, within 100 miles
from that address.

(ii) Ezclusion. The limitations stated
in paragraph (c)(3)(i)(B) of this section
shall not apply when the person hon-
oring the credit card:

(A) Is the same person as the card
issuer;

(B) Is controlled by the card issuer
directly or indirectly;

(C) Is under the direct or indirect
control of a third person that also di-
rectly or indirectly controls the card
issuer;

(D) Controls the card issuer directly
or indirectly;

(B) Is a franchised dealer in the card
issuer’s products or services; or

(F) Has obtained the order for the
disputed transaction through a mail
solicitation made or participated in by
the card issuer.

(d) Offsets by card issuer prohibited. (1)
A card issuer may not take any action,
either before or after termination of
credit card privileges, to offset a card-
holder’s indebtedness arising from a
consumer credit transaction under the
relevant credit card plan against funds
of the cardholder held on deposit with
the card issuer.

(2) This paragraph does not alter or
affect the right of a card issuer acting
under state or Federal law to do any of
the following with regard to funds of a
cardholder held on deposit with the
card issuer if the same procedure is

§1026.12

constitutionally available to creditors
generally: Obtain or enforce a consen-
sual security interest in the funds; at-
tach or otherwise levy upon the funds;
or obtain or enforce a court order re-
lating to the funds.

(3) This paragraph does not prohibit a
plan, if authorized in writing by the
cardholder, under which the card issuer
may periodically deduct all or part of
the cardholder’s credit card debt from
a deposit account held with the card
issuer (subject to the limitations in
§1026.13(d)(1)).

(e) Prompt notification of returns and
crediting of refunds. (1) When a creditor
other than the card issuer accepts the
return of property or forgives a debt
for services that is to be reflected as a
credit to the consumer’s credit card ac-
count, that creditor shall, within 7
business days from accepting the re-
turn or forgiving the debt, transmit a
credit statement to the card issuer
through the card issuer’s normal chan-
nels for credit statements.

(2) The card issuer shall, within 3
business days from receipt of a credit
statement, credit the consumer’s ac-
count with the amount of the refund.

(3) If a creditor other than a card
issuer routinely gives cash refunds to
consumers paying in cash, the creditor
shall also give credit or cash refunds to
consumers using credit cards, unless it
discloses at the time the transaction is
consummated that credit or cash re-
funds for returns are not given. This
section does not require refunds for re-
turns nor does it prohibit refunds in
kind.

(f) Discounts; tie-in arrangements. No
card issuer may, by contract or other-
wise:

(1) Prohibit any person who honors a
credit card from offering a discount to
a consumer to induce the consumer to
pay by cash, check, or similar means
rather than by use of a credit card or
its underlying account for the purchase
of property or services; or

(2) Require any person who honors
the card issuer’s credit card to open or
maintain any account or obtain any
other service not essential to the oper-
ation of the credit card plan from the
card issuer or any other person, as a
condition of participation in a credit
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card plan. If maintenance of an ac-
count for clearing purposes is deter-
mined to be essential to the operation
of the credit card plan, it may be re-
quired only if no service charges or
minimum balance requirements are
imposed.

(g) Relation to Electronic Fund Trans-
fer Act and Regulation E. For guidance
on whether Regulation Z (12 CFR part
1026) or Regulation E (12 CFR part 1005)
applies in instances involving both
credit and electronic fund transfer as-
pects, refer to Regulation E, 12 CFR
1005.12(a) regarding issuance and liabil-
ity for unauthorized use. On matters
other than issuance and liability, this
section applies to the credit aspects of
combined credit/electronic fund trans-
fer transactions, as applicable.

§1026.13 Billing error resolution.

(a) Definition of billing error. For pur-
poses of this section, the term billing
error means:

(1) A reflection on or with a periodic
statement of an extension of credit
that is not made to the consumer or to
a person who has actual, implied, or
apparent authority to use the con-
sumer’s credit card or open-end credit
plan.

(2) A reflection on or with a periodic
statement of an extension of credit
that is not identified in accordance
with the requirements of §§1026.7(a)(2)
or (b)(2), as applicable, and 1026.8.

(3) A reflection on or with a periodic
statement of an extension of credit for
property or services not accepted by
the consumer or the consumer’s des-
ignee, or not delivered to the consumer
or the consumer’s designee as agreed.

(4) A reflection on a periodic state-
ment of the creditor’s failure to credit
properly a payment or other credit
issued to the consumer’s account.

(5) A reflection on a periodic state-
ment of a computational or similar
error of an accounting nature that is
made by the creditor.

(6) A reflection on a periodic state-
ment of an extension of credit for
which the consumer requests addi-
tional clarification, including docu-
mentary evidence.

(7) The creditor’s failure to mail or
deliver a periodic statement to the
consumer’s last known address if that
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address was received by the creditor, in
writing, at least 20 days before the end
of the billing cycle for which the state-
ment was required.(b) Billing error no-
tice. A billing error notice is a written
notice from a consumer that:

(1) Is received by a creditor at the ad-
dress disclosed under §1026.7(a)(9) or
(b)(9), as applicable, no later than 60
days after the creditor transmitted the
first periodic statement that reflects
the alleged billing error;

(2) Enables the creditor to identify
the consumer’s name and account num-
ber; and

(3) To the extent possible, indicates
the consumer’s belief and the reasons
for the belief that a billing error exists,
and the type, date, and amount of the
error.

(c) Time for resolution; general proce-
dures. (1) The creditor shall mail or de-
liver written acknowledgment to the
consumer within 30 days of receiving a
billing error notice, unless the creditor
has complied with the appropriate res-
olution procedures of paragraphs (e)
and (f) of this section, as applicable,
within the 30-day period; and

(2) The creditor shall comply with
the appropriate resolution procedures
of paragraphs (e) and (f) of this section,
as applicable, within 2 complete billing
cycles (but in no event later than 90
days) after receiving a billing error no-
tice.

(d) Rules pending resolution. Until a
billing error is resolved under para-
graph (e) or (f) of this section, the fol-
lowing rules apply:

(1) Consumer’s right to withhold dis-
puted amount; collection action prohib-
ited. The consumer need not pay (and
the creditor may not try to collect)
any portion of any required payment
that the consumer believes is related
to the disputed amount (including re-
lated finance or other charges). If the
cardholder has enrolled in an auto-
matic payment plan offered by the card
issuer and has agreed to pay the credit
card indebtedness by periodic deduc-
tions from the cardholder’s deposit ac-
count, the card issuer shall not deduct
any part of the disputed amount or re-
lated finance or other charges if a bill-
ing error notice is received any time up
to 3 business days before the scheduled
payment date.
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(2) Adverse credit reports prohibited.
The creditor or its agent shall not (di-
rectly or indirectly) make or threaten
to make an adverse report to any per-
son about the consumer’s credit stand-
ing, or report that an amount or ac-
count is delinquent, because the con-
sumer failed to pay the disputed
amount or related finance or other
charges.

(38) Acceleration of debt and restriction
of account prohibited. A creditor shall
not accelerate any part of the con-
sumer’s indebtedness or restrict or
close a consumer’s account solely be-
cause the consumer has exercised in
good faith rights provided by this sec-
tion. A creditor may be subject to the
forfeiture penalty under 15 U.S.C.
1666(e) for failure to comply with any
of the requirements of this section.

(4) Permitted creditor actions. A cred-
itor is not prohibited from taking ac-
tion to collect any undisputed portion
of the item or bill; from deducting any
disputed amount and related finance or
other charges from the consumer’s
credit limit on the account; or from re-
flecting a disputed amount and related
finance or other charges on a periodic
statement, provided that the creditor
indicates on or with the periodic state-
ment that payment of any disputed
amount and related finance or other
charges is not required pending the
creditor’s compliance with this section.

(e) Procedures if billing error occurred
as asserted. If a creditor determines
that a billing error occurred as as-
serted, it shall within the time limits
in paragraph (c)(2) of this section:

(1) Correct the billing error and cred-
it the consumer’s account with any dis-
puted amount and related finance or
other charges, as applicable; and

(2) Mail or deliver a correction notice
to the consumer.

(f) Procedures if different billing error
or no billing error occurred. If, after con-
ducting a reasonable investigation, a
creditor determines that no billing
error occurred or that a different bill-
ing error occurred from that asserted,
the creditor shall within the time lim-
its in paragraph (c)(2) of this section:

(1) Mail or deliver to the consumer an
explanation that sets forth the reasons
for the creditor’s belief that the billing
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error alleged by the consumer is incor-
rect in whole or in part;

(2) Furnish copies of documentary
evidence of the consumer’s indebted-
ness, if the consumer so requests; and

(3) If a different billing error oc-
curred, correct the billing error and
credit the consumer’s account with any
disputed amount and related finance or
other charges, as applicable.

(g) Creditor’s rights and duties after
resolution. If a creditor, after com-
plying with all of the requirements of
this section, determines that a con-
sumer owes all or part of the disputed
amount and related finance or other
charges, the creditor:

(1) Shall promptly notify the con-
sumer in writing of the time when pay-
ment is due and the portion of the dis-
puted amount and related finance or
other charges that the consumer still
owes;

(2) Shall allow any time period dis-
closed under §1026.6(a)(1) or (b)(2)(V), as
applicable, and §1026.7(a)(8) or (b)(8), as
applicable, during which the consumer
can pay the amount due under para-
graph (g)(1) of this section without in-
curring additional finance or other
charges;

(3) May report an account or amount
as delinquent because the amount due
under paragraph (g)(1) of this section
remains unpaid after the creditor has
allowed any time period disclosed
under §1026.6(a)(1) or (b)(2)(v), as appli-
cable, and §1026.7(a)(8) or (b)(8), as ap-
plicable or 10 days (whichever is
longer) during which the consumer can
pay the amount; but

(4) May not report that an amount or
account is delinquent because the
amount due under paragraph (g)(1) of
the section remains unpaid, if the cred-
itor receives (within the time allowed
for payment in paragraph (g)(3) of this
section) further written notice from
the consumer that any portion of the
billing error is still in dispute, unless
the creditor also:

(i) Promptly reports that the amount
or account is in dispute;

(ii) Mails or delivers to the consumer
(at the same time the report is made) a
written notice of the name and address
of each person to whom the creditor
makes a report; and
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(iii) Promptly reports any subsequent
resolution of the reported delinquency
to all persons to whom the creditor has
made a report.

(h) Reassertion of billing error. A cred-
itor that has fully complied with the
requirements of this section has no fur-
ther responsibilities under this section
(other than as provided in paragraph
(2)(4) of this section) if a consumer re-
asserts substantially the same billing
error.

(i) Relation to Electronic Fund Transfer
Act and Regulation E. If an extension of
credit is incident to an electronic fund
transfer, under an agreement between
a consumer and a financial institution
to extend credit when the consumer’s
account is overdrawn or to maintain a
specified minimum balance in the con-
sumer’s account, the creditor shall
comply with the requirements of Regu-
lation E, 12 CFR 1005.11 governing error
resolution rather than those of para-
graphs (a), (b), (c), (e), (f), and (h) of
this section.

§1026.14 Determination of annual per-
centage rate.

(a) General rule. The annual percent-
age rate is a measure of the cost of
credit, expressed as a yearly rate. An
annual percentage rate shall be consid-
ered accurate if it is not more than
sth of 1 percentage point above or
below the annual percentage rate de-
termined in accordance with this sec-
tion. An error in disclosure of the an-
nual percentage rate or finance charge
shall not, in itself, be considered a vio-
lation of this part if:

(1) The error resulted from a cor-
responding error in a calculation tool
used in good faith by the creditor; and

(2) Upon discovery of the error, the
creditor promptly discontinues use of
that calculation tool for disclosure
purposes, and notifies the Bureau in
writing of the error in the calculation
tool.

(b) Annual percentage rate—in general.
Where one or more periodic rates may
be used to compute the finance charge,
the annual percentage rate(s) to be dis-
closed for purposes of §§1026.60, 1026.40,
1026.6, 1026.7(a)(4) or (b)(4), 1026.9,
1026.15, 1026.16, 1026.26, 1026.55, and
1026.56 shall be computed by multi-
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plying each periodic rate by the num-
ber of periods in a year.

(c) Optional effective annual percentage
rate for periodic statements for creditors
offering open-end credit plans secured by
a consumer’s dwelling. A creditor offer-
ing an open-end plan subject to the re-
quirements of §1026.40 need not disclose
an effective annual percentage rate.
Such a creditor may, at its option, dis-
close an effective annual percentage
rate(s) pursuant to §1026.7(a)(7) and
compute the effective annual percent-
age rate as follows:

(1) Solely periodic rates imposed. If the
finance charge is determined solely by
applying one or more periodic rates, at
the creditor’s option, either:

(i) By multiplying each periodic rate
by the number of periods in a year; or

(ii) By dividing the total finance
charge for the billing cycle by the sum
of the balances to which the periodic
rates were applied and multiplying the
quotient (expressed as a percentage) by
the number of billing cycles in a year.

(2) Minimum or fired charge, but not
transaction charge, imposed. If the fi-
nance charge imposed during the bill-
ing cycle is or includes a minimum,
fixed, or other charge not due to the
application of a periodic rate, other
than a charge with respect to any spe-
cific transaction during the billing
cycle, by dividing the total finance
charge for the billing cycle by the
amount of the balance(s) to which it is
applicable and multiplying the
quotient (expressed as a percentage) by
the number of billing cycles in a year.
If there is no balance to which the fi-
nance charge is applicable, an annual
percentage rate cannot be determined
under this section. Where the finance
charge imposed during the billing cycle
is or includes a loan fee, points, or
similar charge that relates to opening,
renewing, or continuing an account,
the amount of such charge shall not be
included in the calculation of the an-
nual percentage rate.

(38) Transaction charge imposed. If the
finance charge imposed during the bill-
ing cycle is or includes a charge relat-
ing to a specific transaction during the
billing cycle (even if the total finance
charge also includes any other min-
imum, fixed, or other charge not due to
the application of a periodic rate), by
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dividing the total finance charge im-
posed during the billing cycle by the
total of all balances and other amounts
on which a finance charge was imposed
during the billing cycle without dupli-
cation, and multiplying the quotient
(expressed as a percentage) by the
number of billing cycles in a year, ex-
cept that the annual percentage rate
shall not be less than the largest rate
determined by multiplying each peri-
odic rate imposed during the billing
cycle by the number of periods in a
year. Where the finance charge im-
posed during the billing cycle is or in-
cludes a loan fee, points, or similar
charge that relates to the opening, re-
newing, or continuing an account, the
amount of such charge shall not be in-
cluded in the calculation of the annual
percentage rate. See appendix F to this
part regarding determination of the de-
nominator of the fraction under this
paragraph.

(4) If the finance charge imposed dur-
ing the billing cycle is or includes a
minimum, fixed, or other charge not
due to the application of a periodic
rate and the total finance charge im-
posed during the billing cycle does not
exceed 50 cents for a monthly or longer
billing cycle, or the pro rata part of 50
cents for a billing cycle shorter than
monthly, at the creditor’s option, by
multiplying each applicable periodic
rate by the number of periods in a
year, notwithstanding the provisions of
paragraphs (¢)(2) and (c)(3) of this sec-
tion.

(d) Calculations where daily periodic
rate applied. If the provisions of para-
graph (¢)(1)(ii) or (c¢)(2) of this section
apply and all or a portion of the fi-
nance charge is determined by the ap-
plication of one or more daily periodic
rates, the annual percentage rate may
be determined either:

(1) By dividing the total finance
charge by the average of the daily bal-
ances and multiplying the quotient by
the number of billing cycles in a year;
or

(2) By dividing the total finance
charge by the sum of the daily balances
and multiplying the quotient by 365.

§1026.15 Right of rescission.

(a) Consumer’s right to rescind. (1)(1)
Except as provided in paragraph
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(a)(1)(ii) of this section, in a credit plan
in which a security interest is or will
be retained or acquired in a consumer’s
principal dwelling, each consumer
whose ownership interest is or will be
subject to the security interest shall
have the right to rescind: each credit
extension made under the plan; the
plan when the plan is opened; a secu-
rity interest when added or increased
to secure an existing plan; and the in-
crease when a credit limit on the plan
is increased.

(ii) As provided in section 125(e) of
the Act, the consumer does not have
the right to rescind each credit exten-
sion made under the plan if such exten-
sion is made in accordance with a pre-
viously established credit limit for the
plan.

(2) To exercise the right to rescind,
the consumer shall notify the creditor
of the rescission by mail, telegram, or
other means of written communica-
tion. Notice is considered given when
mailed, or when filed for telegraphic
transmission, or, if sent by other
means, when delivered to the creditor’s
designated place of business.

(3) The consumer may exercise the
right to rescind until midnight of the
third business day following the occur-
rence described in paragraph (a)(1) of
this section that gave rise to the right
of rescission, delivery of the notice re-
quired by paragraph (b) of this section,
or delivery of all material disclosures,
whichever occurs last. If the required
notice and material disclosures are not
delivered, the right to rescind shall ex-
pire 3 years after the occurrence giving
rise to the right of rescission, or upon
transfer of all of the consumer’s inter-
est in the property, or upon sale of the
property, whichever occurs first. In the
case of certain administrative pro-
ceedings, the rescission period shall be
extended in accordance with section
125(f) of the Act. The term material dis-
closures means the information that
must be provided to satisfy the require-
ments in §1026.6 with regard to the
method of determining the finance
charge and the balance upon which a fi-
nance charge will be imposed, the an-
nual percentage rate, the amount or
method of determining the amount of
any membership or participation fee
that may be imposed as part of the
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plan, and the payment information de-
scribed in §1026.40(d)(5)(i) and (ii) that
is required under §1026.6(e)(2).

(4) When more than one consumer
has the right to rescind, the exercise of
the right by one consumer shall be ef-
fective as to all consumers.

(b) Notice of right to rescind. In any
transaction or occurrence subject to
rescission, a creditor shall deliver two
copies of the notice of the right to re-
scind to each consumer entitled to re-
scind (one copy to each if the notice is
delivered in electronic form in accord-
ance with the consumer consent and
other applicable provisions of the E-
Sign Act). The notice shall identify the
transaction or occurrence and clearly
and conspicuously disclose the fol-
lowing:

(1) The retention or acquisition of a
security interest in the consumer’s
principal dwelling.

(2) The consumer’s right to rescind,
as described in paragraph (a)(1) of this
section.

(3) How to exercise the right to re-
scind, with a form for that purpose,
designating the address of the credi-
tor’s place of business.

(4) The effects of rescission, as de-
scribed in paragraph (d) of this section.

(5) The date the rescission period ex-
pires.

(c) Delay of creditor’s performance. Un-
less a consumer waives the right to re-
scind under paragraph (e) of this sec-
tion, no money shall be disbursed other
than in escrow, no services shall be
performed, and no materials delivered
until after the rescission period has ex-
pired and the creditor is reasonably
satisfied that the consumer has not re-
scinded. A creditor does not violate
this section if a third party with no
knowledge of the event activating the
rescission right does not delay in pro-
viding materials or services, as long as
the debt incurred for those materials
or services is not secured by the prop-
erty subject to rescission.

(d) Effects of rescission. (1) When a
consumer rescinds a transaction, the
security interest giving rise to the
right of rescission becomes void, and
the consumer shall not be liable for
any amount, including any finance
charge.
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(2) Within 20 calendar days after re-
ceipt of a notice of rescission, the cred-
itor shall return any money or prop-
erty that has been given to anyone in
connection with the transaction and
shall take any action necessary to re-
flect the termination of the security
interest.

(3) If the creditor has delivered any
money or property, the consumer may
retain possession until the creditor has
met its obligation under paragraph
(d)(2) of this section. When the creditor
has complied with that paragraph, the
consumer shall tender the money or
property to the creditor or, where the
latter would be impracticable or in-
equitable, tender its reasonable value.
At the consumer’s option, tender of
property may be made at the location
of the property or at the consumer’s
residence. Tender of money must be
made at the creditor’s designated place
of business. If the creditor does not
take possession of the money or prop-
erty within 20 calendar days after the
consumer’s tender, the consumer may
keep it without further obligation.

(4) The procedures outlined in para-
graphs (d)(2) and (3) of this section may
be modified by court order.

(e) Consumer’s waiver of right to re-
scind. The consumer may modify or
waive the right to rescind if the con-
sumer determines that the extension of
credit is needed to meet a bona fide
personal financial emergency. To mod-
ify or waive the right, the consumer
shall give the creditor a dated written
statement that describes the emer-
gency, specifically modifies or waives
the right to rescind, and bears the sig-
nature of all the consumers entitled to
rescind. Printed forms for this purpose
are prohibited.

(f) Exempt transactions. The right to
rescind does not apply to the following:

(1) A residential mortgage trans-
action.

(2) A credit plan in which a state
agency is a creditor.

§1026.16 Advertising.

(a) Actually available terms. If an ad-
vertisement for credit states specific
credit terms, it shall state only those
terms that actually are or will be ar-
ranged or offered by the creditor.(b)

636



Bur. of Consumer Financial Protection

Advertisement of terms that require addi-
tional disclosures. (1) Any term required
to be disclosed under §1026.6(b)(3) set
forth affirmatively or negatively in an
advertisement for an open-end (not
home-secured) credit plan triggers ad-
ditional disclosures under this section.
Any term required to be disclosed
under §1026.6(a)(1) or (a)(2) set forth af-
firmatively or negatively in an adver-
tisement for a home-equity plan sub-
ject to the requirements of §1026.40
triggers additional disclosures under
this section. If any of the terms that
trigger additional disclosures under
this paragraph is set forth in an adver-
tisement, the advertisement shall also
clearly and conspicuously set forth the
following:

(i) Any minimum, fixed, transaction,
activity or similar charge that is a fi-
nance charge under §1026.4 that could
be imposed.

(ii) Any periodic rate that may be ap-
plied expressed as an annual percent-
age rate as determined under
§1026.14(b). If the plan provides for a
variable periodic rate, that fact shall
be disclosed.

(iii) Any membership or participa-
tion fee that could be imposed.

(2) If an advertisement for credit to
finance the purchase of goods or serv-
ices specified in the advertisement
states a periodic payment amount, the
advertisement shall also state the total
of payments and the time period to
repay the obligation, assuming that
the consumer pays only the periodic
payment amount advertised. The dis-
closure of the total of payments and
the time period to repay the obligation
must be equally prominent to the
statement of the periodic payment
amount.

(c) Catalogs or other multiple-page ad-
vertisements, electronic advertisements. (1)
If a catalog or other multiple-page ad-
vertisement, or an electronic adver-
tisement (such as an advertisement ap-
pearing on an Internet Web site), gives
information in a table or schedule in
sufficient detail to permit determina-
tion of the disclosures required by
paragraph (b) of this section, it shall be
considered a single advertisement if:

(i) The table or schedule is clearly
and conspicuously set forth; and
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(ii) Any statement of terms set forth
in §1026.6 appearing anywhere else in
the catalog or advertisement clearly
refers to the page or location where the
table or schedule begins.

(2) A catalog or other multiple-page
advertisement or an electronic adver-
tisement (such as an advertisement ap-
pearing on an Internet Web site) com-
plies with this paragraph if the table or
schedule of terms includes all appro-
priate disclosures for a representative
scale of amounts up to the level of the
more commonly sold higher-priced
property or services offered.

(d) Additional requirements for home-
equity plans. (1) Advertisement of terms
that require additional disclosures. If any
of the terms required to be disclosed
under §1026.6(a)(1) or (a)(2) or the pay-
ment terms of the plan are set forth,
affirmatively or negatively, in an ad-
vertisement for a home-equity plan
subject to the requirements of §1026.40,
the advertisement also shall clearly
and conspicuously set forth the fol-
lowing:

(i) Any loan fee that is a percentage
of the credit limit under the plan and
an estimate of any other fees imposed
for opening the plan, stated as a single
dollar amount or a reasonable range.

(ii) Any periodic rate used to com-
pute the finance charge, expressed as
an annual percentage rate as deter-
mined under §1026.14(b).

(iii) The maximum annual percent-
age rate that may be imposed in a vari-
able-rate plan.

(2) Discounted and premium rates. If an
advertisement states an initial annual
percentage rate that is not based on
the index and margin used to make
later rate adjustments in a variable-
rate plan, the advertisement also shall
state with equal prominence and in
close proximity to the initial rate:

(i) The period of time such initial
rate will be in effect; and

(ii) A reasonably current annual per-
centage rate that would have been in
effect using the index and margin.

(3) Balloon payment. If an advertise-
ment contains a statement of any min-
imum periodic payment and a balloon
payment may result if only the min-
imum periodic payments are made,
even if such a payment is uncertain or
unlikely, the advertisement also shall
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state with equal prominence and in
close proximity to the minimum peri-
odic payment statement that a balloon
payment may result, if applicable. A
balloon payment results if paying the
minimum periodic payments does not
fully amortize the outstanding balance
by a specified date or time, and the
consumer is required to repay the en-
tire outstanding balance at such time.
If a balloon payment will occur when
the consumer makes only the min-
imum payments required under the
plan, an advertisement for such a pro-
gram which contains any statement of
any minimum periodic payment shall
also state with equal prominence and
in close proximity to the minimum
periodic payment statement:

(i) That a balloon payment will re-
sult; and

(ii) The amount and timing of the
balloon payment that will result if the
consumer makes only the minimum
payments for the maximum period of
time that the consumer is permitted to
make such payments.

(4) Tax implications. An advertisement
that states that any interest expense
incurred under the home-equity plan is
or may be tax deductible may not be
misleading in this regard. If an adver-
tisement distributed in paper form or
through the Internet (rather than by
radio or television) is for a home-eq-
uity plan secured by the consumer’s
principal dwelling, and the advertise-
ment states that the advertised exten-
sion of credit may exceed the fair mar-
ket value of the dwelling, the adver-
tisement shall clearly and conspicu-
ously state that:

(i) The interest on the portion of the
credit extension that is greater than
the fair market value of the dwelling is
not tax deductible for Federal income
tax purposes; and

(ii) The consumer should consult a
tax adviser for further information re-
garding the deductibility of interest
and charges.

() Misleading terms. An advertise-
ment may not refer to a home-equity
plan as ‘‘free money’’ or contain a
similarly misleading term.

(6) Promotional rates and payments. (1)
Definitions. The following definitions
apply for purposes of paragraph (d)(6)
of this section:
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(A) Promotional rate. The term ‘‘pro-
motional rate’” means, in a variable-
rate plan, any annual percentage rate
that is not based on the index and mar-
gin that will be used to make rate ad-
justments under the plan, if that rate
is less than a reasonably current an-
nual percentage rate that would be in
effect under the index and margin that
will be used to make rate adjustments
under the plan.

(B) Promotional payment. The term
‘“‘promotional payment’ means:

(I) For a variable-rate plan, any min-
imum payment applicable for a pro-
motional period that:

(1) Is not derived by applying the
index and margin to the outstanding
balance when such index and margin
will be used to determine other min-
imum payments under the plan; and

(ii) Is less than other minimum pay-
ments under the plan derived by apply-
ing a reasonably current index and
margin that will be used to determine
the amount of such payments, given an
assumed balance.

(2) For a plan other than a variable-
rate plan, any minimum payment ap-
plicable for a promotional period if
that payment is less than other pay-
ments required under the plan given an
assumed balance.

(C) Promotional period. A ‘‘pro-
motional period” means a period of
time, less than the full term of the
loan, that the promotional rate or pro-
motional payment may be applicable.

(ii) Stating the promotional period and
post-promotional rate or payments. If any
annual percentage rate that may be ap-
plied to a plan is a promotional rate, or
if any payment applicable to a plan is
a promotional payment, the following
must be disclosed in any advertise-
ment, other than television or radio
advertisements, in a clear and con-
spicuous manner with equal promi-
nence and in close proximity to each
listing of the promotional rate or pay-
ment:

(A) The period of time during which
the promotional rate or promotional
payment will apply;

(B) In the case of a promotional rate,
any annual percentage rate that will
apply under the plan. If such rate is
variable, the annual percentage rate
must be disclosed in accordance with
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the accuracy standards in §§1026.40 or
1026.16(b)(1)(ii) as applicable; and

(C) In the case of a promotional pay-
ment, the amounts and time periods of
any payments that will apply under
the plan. In variable-rate transactions,
payments that will be determined
based on application of an index and
margin shall be disclosed based on a
reasonably current index and margin.

(iii) Envelope excluded. The require-
ments in paragraph (d)(6)(ii) of this
section do not apply to an envelope in
which an application or solicitation is
mailed, or to a banner advertisement
or pop-up advertisement linked to an
application or solicitation provided
electronically.

(e) Alternative disclosures—television or
radio advertisements. An advertisement
made through television or radio stat-
ing any of the terms requiring addi-
tional disclosures under paragraphs
(b)(1) or (d)(1) of this section may alter-
natively comply with paragraphs (b)(1)
or (d)(1) of this section by stating the
information required by paragraphs
(b)(1)(ii) or (d)(1)(ii) of this section, as
applicable, and listing a toll-free tele-
phone number, or any telephone num-
ber that allows a consumer to reverse
the phone charges when calling for in-
formation, along with a reference that
such number may be used by con-
sumers to obtain the additional cost
information.

(f) Misleading terms. An advertisement
may not refer to an annual percentage
rate as ‘‘fixed,” or use a similar term,
unless the advertisement also specifies
a time period that the rate will be fixed
and the rate will not increase during
that period, or if no such time period is
provided, the rate will not increase
while the plan is open.

(g) Promotional rates and fees. (1)
Scope. The requirements of this para-
graph apply to any advertisement of an
open-end (not home-secured) plan, in-
cluding promotional materials accom-
panying applications or solicitations
subject to §1026.60(c) or accompanying
applications or solicitations subject to
§1026.60(e).

(2) Definitions. (i) Promotional rate
means any annual percentage rate ap-
plicable to one or more balances or
transactions on an open-end (not home-
secured) plan for a specified period of
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time that is lower than the annual per-
centage rate that will be in effect at
the end of that period on such balances
or transactions.

(ii) Introductory rate means a pro-
motional rate offered in connection
with the opening of an account.

(iii) Promotional period means the
maximum time period for which a pro-
motional rate or promotional fee may
be applicable.

(iv) Promotional fee means a fee re-
quired to be disclosed under
§1026.6(b)(1) and (2) applicable to an
open-end (not home-secured) plan, or to
one or more balances or transactions
on an open-end (not home-secured)
plan, for a specified period of time that
is lower than the fee that will be in ef-
fect at the end of that period for such
plan or types of balances or trans-
actions.

(v) Introductory fee means a pro-
motional fee offered in connection with
the opening of an account.

(3) Stating the term ‘‘introductory’. If
any annual percentage rate or fee that
may be applied to the account is an in-
troductory rate or introductory fee,
the term introductory or intro must be
in immediate proximity to each listing
of the introductory rate or introduc-
tory fee in a written or electronic ad-
vertisement.

(4) Stating the promotional period and
post-promotional rate or fee. If any an-
nual percentage rate that may be ap-
plied to the account is a promotional
rate under paragraph (g)(2)(i) of this
section or any fee that may be applied
to the account is a promotional fee
under paragraph (g)(2)(iv) of this sec-
tion, the information in paragraphs
(2)(4)(i) and, as applicable, (g)(4)(ii) or
(iii) of this section must be stated in a
clear and conspicuous manner in the
advertisement. If the rate or fee is
stated in a written or electronic adver-
tisement, the information in para-
graphs (g)4)(i) and, as applicable,
(2)(4)(ii) or (iii) of this section must
also be stated in a prominent location
closely proximate to the first listing of
the promotional rate or promotional
fee.

(i) When the promotional rate or pro-
motional fee will end;
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(ii) The annual percentage rate that
will apply after the end of the pro-
motional period. If such rate is vari-
able, the annual percentage rate must
comply with the accuracy standards in
§§1026.60(c)(2), 1026.60(d)(3), 1026.60(e)(4),
or 1026.16(b)(1)(ii), as applicable. If such
rate cannot be determined at the time
disclosures are given because the rate
depends at least in part on a later de-
termination of the consumer’s credit-
worthiness, the advertisement must
disclose the specific rates or the range
of rates that might apply; and

(iii) The fee that will apply after the
end of the promotional period.

(5) Envelope excluded. The require-
ments in paragraph (g)(4) of this sec-
tion do not apply to an envelope or
other enclosure in which an application
or solicitation is mailed, or to a banner
advertisement or pop-up advertise-
ment, linked to an application or solic-
itation provided electronically.

(h) Deferred interest or similar offers.
(1) Scope. The requirements of this
paragraph apply to any advertisement
of an open-end credit plan not subject
to §1026.40, including promotional ma-
terials accompanying applications or
solicitations subject to §1026.60(c) or
accompanying applications or solicita-
tions subject to §1026.60(e).

(2) Definitions. ‘‘Deferred interest”
means finance charges, accrued on bal-
ances or transactions, that a consumer
is not obligated to pay or that will be
waived or refunded to a consumer if
those balances or transactions are paid
in full by a specified date. The max-
imum period from the date the con-
sumer becomes obligated for the bal-
ance or transaction until the specified
date by which the consumer must pay
the balance or transaction in full in
order to avoid finance charges, or re-
ceive a waiver or refund of finance
charges, is the ‘‘deferred interest pe-
riod.” ‘“‘Deferred interest’ does not in-
clude any finance charges the con-
sumer avoids paying in connection
with any recurring grace period.

(3) Stating the deferred interest period.
If a deferred interest offer is adver-
tised, the deferred interest period must
be stated in a clear and conspicuous
manner in the advertisement. If the
phrase ‘‘no interest’” or similar term
regarding the possible avoidance of in-
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terest obligations under the deferred
interest program is stated, the term ‘‘if
paid in full” must also be stated in a
clear and conspicuous manner pre-
ceding the disclosure of the deferred in-
terest period in the advertisement. If
the deferred interest offer is included
in a written or electronic advertise-
ment, the deferred interest period and,
if applicable, the term ‘‘if paid in full”
must also be stated in immediate prox-
imity to each statement of ‘‘no inter-
est,” ‘‘no payments,” ‘‘deferred inter-
est,” ‘‘same as cash,” or similar term
regarding interest or payments during
the deferred interest period.

(4) Stating the terms of the deferred in-
terest or similar offer. If any deferred in-
terest offer is advertised, the informa-
tion in paragraphs (h)(4)(i) and (h)(4)(ii)
of this section must be stated in the
advertisement, in language similar to
Sample G-24 in appendix G to this part.
If the deferred interest offer is included
in a written or electronic advertise-
ment, the information in paragraphs
(h)@)(i) and (h)(4)(ii) of this section
must also be stated in a prominent lo-
cation closely proximate to the first

statement of ‘“‘no interest,” ‘‘no pay-
ments,”’ ‘‘deferred interest,” ‘‘same as
cash,” or similar term regarding inter-

est or payments during the deferred in-
terest period.

(i) A statement that interest will be
charged from the date the consumer
becomes obligated for the balance or
transaction subject to the deferred in-
terest offer if the balance or trans-
action is not paid in full within the de-
ferred interest period; and

(ii) A statement, if applicable, that
interest will be charged from the date
the consumer incurs the balance or
transaction subject to the deferred in-
terest offer if the account is in default
before the end of the deferred interest
period.

(5) Envelope excluded. The require-
ments in paragraph (h)(4) of this sec-
tion do not apply to an envelope or
other enclosure in which an application
or solicitation is mailed, or to a banner
advertisement or pop-up advertisement
linked to an application or solicitation
provided electronically.
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